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Title  7— AGRICULTURE 

Chapter  IX — Consur.ier  and  Market¬ 
ing  Service  (Marketing  Agreements 
and  Orders;  Fruits,  Vegetables, 
Tree  Nuts),  Department  of  Agricul¬ 
ture 

(Lemon  Reg.  156,  Arndt.  1] 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 

Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and  Order 
No.  910,  as  amended  (7  CPR  Part  910), 
regulating  the  handling  of  lemons  grown 
in  California  and  Arizona,  effective  imder 
the  applicable  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601-674) ,  and 
upon  the  basis  of  the  recommendation 
and  Information  submitted  by  the  Lemon 
Administrative  Committee,  established 
under  the  said  amended  marketing 
agreement  and  order,  and  upon  other 
available  information,  it  is  hereby  found 
that  the  limitation  of  handling  of  such 
lemons,  as  hereinafter  provided,  will  tend 
to  effectuate  the  declared  policy  of  the 
act. 

(2)  It  is  hereby  further  found  that  it 
is  Impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedime, 
and  postpone  the  effective  date  of  this 
amendment  \mtil  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Regkter  (5 
U.S.C.  1001-1011)  because  the  time  inter¬ 
vening  between  the  date  when  informa¬ 
tion  upon  which  this  amendment  is  based 
became  available  and  the  time  when  this 
amendment  must  become  effective  In 
order  to  effectuate  the  declared  policy  of 
the  act  is  Insufficient,  and  this  amend¬ 
ment  relieves  restriction  on  the  handling 
of  lemons  grown  in  California  and 
Arizona. 

Order,  as  amended.  The  provisions  In 
paragraph  (b)(1)  (U)  of  §910.456 
(Lemon  Regulation  156, 30  F.R.  4665)  are 
hereby  amended  to  read  as  follows: 

§  910.456  Lemon  Regulation  156. 

t  • 

(b)  Order.  (!)••• 

(ii)  District  2:  190,650  cartons. 

•  •  •  •  • 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  AprU  15, 1965. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Consumer  and 
Marketing  Service. 

[F.R.  Doc.  65-4059;  FUed,  Apr.  19,  1965; 
8:45  a.m.] 


Chapter  XIV — Commodity  Credit  Cor¬ 
poration,  Department  of  Agriculture 

SUBCHAPTER  B — LOANS,  PURCHASES,  AND 
OTHER  OPERATIONS 

PART  1438— NAVAL  STORES 

Subpart — 1965  Gum  Naval  Stores 
Price  Support  Loan  Program 

Statement  with  respect  to  the  Gum 
Naval  Stores  Price  Support  Loan  Pro¬ 
gram  for  the  calendar  year  1965,  formu¬ 
lated  by  the  Commodity  Credit  Corpora¬ 
tion  and  the  Agricultural  Stabilization 
and  Conservation  Service  (hereinafter 
referred  to  “CCC”  and  “ASCS”) . 

Sec. 

1438.1601  General  statement  and  adminis¬ 

tration. 

1438.1602  Definitions. 

1438.1603  Loan  to  ATFA. 

1438.1604  Advances  to  producers. 

1438.1605  Rate  of  advance  to  producers. 

1438.1606  Maturity  of  loan. 

1438.1607  Redemption  by  ATFA. 

1438.1608  Net  gains. 

1438.1609  Right  of  CCC  upon  maturity. 

1438.1610  Personal  liablUty. 

Axjthoritt  :  The  provisions  of  this  subpart 
issued  under  sec.  4(d).  62  Stat.  1070,  sec. 
5(a),  62  Stat.  1072,  secs.  301,  401,  63  Stat. 
1053,  1054;  15  U.S.C.  714b,  15  UJ5.C.  714c,  7 
U.S.C.  1421,  1447. 

§  1438.1601  General  statement  and  ad¬ 
ministration. 

CCC  and  ASCS  will  make  price  sup¬ 
port  available  to  producers  of  gum  naval 
stores  during  the  calendar  year  1965 
through  the  American  Turpentine  Farm¬ 
ers  Association  Cooperative  (hereinafter 
referred  to  as  ATFA),  under  the  terms 
and  conditions  stated  herein.  The  Pro¬ 
ducer  Associations  Division,  ASCS,  will 
supervise  the  administration  of  the  pro¬ 
gram.  The  Data  Processing  Center, 
Kansas  City,  Mo.,  will  perform  account¬ 
ing  and  auditing  functions. 

§  1438.1602  Definitions. 

(a)  ‘‘Eligible  producer”  means  a  pro¬ 
ducer  who  (1)  is  a  member  of  ATFA  in 
good  standing  under  membership  re¬ 
quirements  approved  by  CCC  (no  pro¬ 
ducer  who  is  otherwise  eligible  may  be 
excluded  from  membership  in  A'TFA), 
(2)  is  a  cooperator  in  the  1965  Naval 
Stores  Conservation  Program  of  the  U.S. 
Department  of  Agriculture  or  otherwise 
follows  one  or  more  forestry  conserva¬ 
tion  practices  established  by  State  and 
Federal  forestry  services,  as  determined 
by  ATFA,  (3)  has  made  satisfactory  ar¬ 
rangements  to  pay  any  indebtedness  to 
the  U.S.  Department  of  Agriculture  or 
any  agency  thereof,  as  evidenced  by  the 
debt  records  maintained  by  the  Agricul¬ 
tural  Stabilization  and  Conservation 
county  committees  of  the  U.S.  Depart¬ 
ment  of  Agriculture,  and  (4)  has  exe¬ 
cuted,  and  has  not  breached  his  obliga¬ 
tions  under,  the  Producer’s  Marketing 
Agreement  (A‘rPA  Form  1 — 1965),  or 
any  other  similar  agreement. 


(b)  ‘‘Eligible  naval  stores”  means  eli¬ 
gible  rosin  and  the  rosin  content  in  eli¬ 
gible  oleorosin. 

(c)  ‘‘Eligible  rosin”  means  gum  rosin 
which  (1)  was  produced  from  eligible 
oleorosin,  (2)  grades  “K”  or  better,  (3) 
is  free  and  clear  from  all  liens  and  en¬ 
cumbrances,  (4)  has  not  been  thereto¬ 
fore  delivered  for  an  advance  imder  this 
or  any  similar  program  and  in  which  the 
beneficial  interest  is  and  always  has  been 
in  the  producer,  (5)  is  packed  to  the  net 
weight  approved  by  CCC,  in  eligible 
metal  drums.  (6)  is  transparent,  (7)  is 
free  from  visible  foreign  materials  and 
contains  no  extraneous  matter  resulting 
from  chemical  or  other  treatment  of  the 
rosin,  or  of  the  oleorosin  or  the  trees 
from  which  it  came,  and  (8)  conforms 
as  to  softening  point  to  not  less  than 
Federal  Specifications  LLL-Rr-626b,  to 
wit;  158  degrees  Fahrenheit  (American 
Society  for  Testing  and  Materials 
Method  No.  E-28-58T) ,  Rosin  must  be 
federally  inspected  and  weighed  or  the 
weights  checked  prior  to  delivery  for  an 
advance. 

(d)  “Eligible  oleoresin”  means  oleo- 
resin  (1)  which  was  produced  in  1965  in 
the  United  States  by  an  eligible  producer, 
(2)  which  is  free  and  clear  from  all  liens 
and  encumbrances,  (3)  the  rosin  con¬ 
tent  in  which  has  not  been  theretofore 
delivered  for  an  advance  under  this  or 
any  similar  program  and  in  which  the 
beneficial  interest  is  and  always  has  been 
in  the  producer,  and  (4)  which  will  yield 
rosin  of  the  prescribed  grades  and  qual¬ 
ity.  When  a  producer’s  eligible  oleoresin 
is  commingled  with  oleoresin  produced  by 
other  producers  in  the  processing  opera¬ 
tion,  the  rosin  delivered  for  an  advance 
by  the  producer  as  representing  the 
processed  equivalent  of  his  eligible  oleo¬ 
resin  will  be  deemed  to  be,  if  otherwise 
eligible,  eligible  resin  produced  by  such 
producer. 

(e)  “Eligible  metal  drums”  means 
drums  conforming  to  the  specifications 
for  metal  drums  approved  by  CCC,  ob¬ 
tainable  from  and  on  file  in  the  office  of 
ATFA. 

§  1438.1603  Loan  to  ATFA. 

Under  a  Loan  Agreement,  CCC  will 
make  a  loan  to  A‘rFA  which  will  enable 
ATFA  to  make  price  support  advances 
or  to  make  price  support  advances  avail¬ 
able  to  eligible  producers  on  eligible 
naval  stores.  As  security  for  such  loan 
ATFA  will  pledge  such  naval  stores  to 
CCC.  The  loan  will  be  in  an  amount 
equal  to  (a)  the  amount  of  the  price 
support  advances  made  by  ATFA  to  pro¬ 
ducers,  except  that  loans  will  be  made 
only  on  full  drums  of  rosin  or  the  equiva¬ 
lent  thereof  in  oleoresin,  (b)  the  admin¬ 
istrative  and  operating  expenses,  ap¬ 
proved  by  CCC,  incurred  by  ATFA  in 
making  advances  to  producers  and  in 
making  such  advances  available,  and  in 
the  handling,  preservation,  and  redemp¬ 
tion  of  pledged  naval  stores,  (c)  storage 
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charges  or  other  charges  on  pledged 
naval  stores,  and  (d)  an  indemnification 
charge  to  cover  the  assiunption  by  CCC 
of  the  risk  of  loss  on  pledged  naval 
stores. 

§  1438.1604  Advances  to  producers. 

Each  producer  desiring  to  obtain  ad¬ 
vances  will  execute  a  Producer’s  Market¬ 
ing  Agreement  with  ATPA.  Eligible 
naval  stores  will  be  deemed  tendered  for 
advance  by  the  producer  to  ATPA  only 
when  such  naval  stores  have  been  (a) 
processed  (except  where  unprocessed 
rosin  content  in  oleoresin  is  offered  for 
advance),  (b)  placed  in  storage  in  the 
custody  of  an  approved  warehouseman 
who  has  entered  into  and  is  fully  com¬ 
plying  with  a  Warehouse  Agreement 
(ATPA  Porm  2 — 1965)  with  ATPA,  or  in 
the  custody  of  ATPA  acting  under  a 
Storage  Agreement  with  C(X7,  and  (c) 
offered  for  advance  on  a  Producer’s  Offer 
(ATPA  Porm  4 — 1965)  (the  date  of 
which,  imless  a  first  offer  and  dated  not 
later  than  May  1,  1965,  will  be  not  later 
than  thirty  (30)  days  from  the  date  of 
delivery  of  eligible  naval  stores  to  a  proc¬ 
essor,  but  in  no  event  later  than  Decem¬ 
ber  31. 1965) .  Advances  will  not  be  made 
on  any  naval  stores  offered  by  a  pro¬ 
ducer  later  than  December  31,  1965.  If 
there  are  any  liens  or  encumbrances  on 
the  naval  stores  offered  for  advance, 
proper  waivers  are  required  on  a  Lien¬ 
holders’  Waiver  and  Agreement  (ATPA 
Porm  3 — 1965).  All  processing  charges, 
including  the  cost  of  the  eligible  metal 
dnuns  for  rosin,  and  all  storage  and 
other  warehouse  charges  to  the  date  of 
tender  for  advance  will  be  borne  by  the 
producer, 

§  1438.1605  Rate  of  advance  to  produc¬ 
ers. 

A’TPA  will  make  advances  to  producers 
based  on  the  support  level  of  $35.60  per 
standard  barrel  (435  lbs.  net  weight 
each)  of  oleoresin  (crude  pine  gum), 
processed  basis.  Although  no  advance 
is  made  on  turpentine,  the  oleoresin  price 
support  level  includes  a  weight  for  tur¬ 
pentine  equal  to  the  estimated  1965 
market  value  of  the  turi>entine  content 
in  a  barrel  of  oleoresin.  The  price  sup¬ 
port  advance  rates  on  rosin  are  $10.00 
for  grade  WG,  $10.65  for  grades  X  and 
WW,  $9.20  for  grades  N  and  M,  and 
$9.05  for  grade  K  per  hundred  p>ounds 
net  packed  in  eligible  metal  drums. 
CCC  reserves  the  right  to  reduce  rosin 
support  rates  if  actual  turpentine  mar¬ 
ket  prices  during  1965  exceed  the  allow¬ 
ance  made  therefor  in  the  support  level 
for  crude  pine  gum.  Also,  CCC  may  in¬ 
crease  or  decrease  grade  premiums  and 
discounts  whenever  market  conditions 
warrant.  A’TPA  will  advance  to  any 
eligible  producer  on  the  basis  of  the 
applicable  advance  rates  in  effect  on  the 
date  of  the  applicable  Producer’s  Offer. 


§  1438.1606  Maturity  of  loan. 

The  loan  made  by  CCC  to  A’TPA  will 
be  due  and  payable  upon  demand. 

§  1438.1607  Redemption  by  ATFA. 

(a)  Subject  to  the  terms  and  condi¬ 
tions  of  the  Loan  Agreement,  ATFA  may 
redeem  naval  stores  pledged  by  ATFA 
to  CCC  upon  application  to  CCC  there¬ 
for  prior  to  the  maturity  of  the  loan  and 
upon  payment  of  the  redemption  cost. 
All  rights  of  the  producer  in  and  to 
naval  stores  pledged  by  ATFA  to  CCC 
will  be  subject  to  the  Loan  Agreement 
between  ATFA  and  CCC. 

(b)  The  redemption  cost  will  be  deter¬ 
mined  by  CCC  and  will  be  the  amount 
outstanding  under  the  Loan  Agreement, 
including  any  unpaid  accrued  expenses 
and  charges,  plus  interest  at  the  rate 
of  three  and  one-half  (3'/^%)  per  an¬ 
num,  applied  ratably  to  the  naval  stores 
to  be  redeemed.  Any  naval  stores  re¬ 
deemed  will  not  be  thereafter  eligible  for 
price  support. 

§  1438.1608  Net  gain8. 

A’TFA  will  disburse  in  cash  on  a  fair 
and  equitable  basis  to  participating  pro¬ 
ducers  all  net  gains,  less  cost  of  dis¬ 
bursements,  resulting  from  A’TFA’s  sale 
of  redeemed  naval  stores,  unless  a  dis¬ 
position  other  than  cash  disbursement 
has  been  approved  by  CCC.  For  ex¬ 
ample,  when  net  gains  are  insufficient  to 
justify  disbursement  expense,  A’TFA 
may  upon  request  to  and  approval  of 
CCC,  utilize  such  net  gains  for  and  in 
behalf  of  all  of  its  producer-members. 

§  1438.1609  Right  of  CCC  upon  matu¬ 
rity. 

Upon  maturity  and  nonpayment  of  the 
loan,  CCC  will  take  title  to  any  unre¬ 
deemed  naval  stores,  without  a  sale 
thereof,  and  CCC  will  have  no  obligation 
to  pay  or  account  to  ATFA  for  any  mar¬ 
ket  value  which  such  naval  stores  may 
have  in  excess  of  the  amoimt  of  the  loan, 
plus  interest  and  charges. 

§  1438.1610  Personal  liability. 

Any  fraudulent  representation  by 
A’TFA  or  the  producer  in  the  program 
documents  will  render  it  or  him  subject 
to  criminal  prosecution  under  appli¬ 
cable  law,  and  personally  liable  for  the 
amount  by  which  the  proceeds  received 
upon  the  disposition  of  the  naval  stores 
involved  are  less  than  the  amount  of  in¬ 
debtedness  incurred  by  ATFA  with  re¬ 
spect  thereto. 

Effective  date:  Date  of  filing  with  Of¬ 
fice  of  Federal  Register. 

Signed  at  Washington,  D.C.,  on  April 
15, 1965. 

E.  A.  Jaenke, 

Acting  Executive  Vice  President. 
Commodity  Credit  Corpora- 
tion. 

[PR.  Doc.  65-4091;  Piled,  Apr.  19,  1965; 
8:49  a.m.l 


Title  12— BANKS  AND  BANKING 

Chapter  II — Federal  Reserve  System 

SUBCHAPTER  A — BOARD  OF  GOVERNORS  OF 
THE  FEDERAL  RESERVE  SYSTEM 

I  Reg.  Q1 

PART  217— PAYMENT  OF  INTEREST 
ON  DEPOSITS 

Loan  on  Security  of  Time  Deposit 

§  217.140  Reduction  in  rate  of  interest 
on  time  deposit  during  period  of  loan 
made  on  security  of  such  deposit. 

(a)  The  opinion  of  the  Board  of  Gov¬ 
ernors  has  been  requested  with  respect 
to  loans  by  a  member  bank  secured  by 
time  deposits  in  such  bank.  It  is  stated 
that  many  banks  are  now  paying  inter¬ 
est  on  time  deposits  at  the  maximum 
rate  of  41/2  percent,  and  the  legal  rate  of 
interest  in  some  States  for  ordinary 
bank  loans  is  fixed  by  statute  at  6  per¬ 
cent.  The  specific  question  is  whether 
the  bank  may  make  the  loan  as  §  217.4 
(e)  requires  a  member  bank  to  charge 
a  rate  of  interest  not  less  than  2  percent 
in  excess  of  the  rate  of  Interest  paid  on 
its  time  deposit  when  such  deposit  is  used 
as  security  for  a  loan. 

(b)  Section  19  of  the  Federal  Reserve 
Act  (12  U.S.C.  371b)  prohibits  member 
banks  from  paying  any  time  deposit  be¬ 
fore  its  maturity,  except  upon  such  con¬ 
ditions  and  in  accordance  with  such  rules 
and  regulations  as  may  be  prescribed  by 
the  Board.  The  above-mentioned  §  217.4 
(e)  is  intended  to  implement  the  law  and 
prevent  evasion  thereof.  The  specified  2 
percent  penalty  is  designed  to  discour¬ 
age  loans  on  time  deposits  that  would,  in 
effect,  enable  the  depositor  to  obtain  his 
funds  before  maturity.  For  this  reason, 
retention  of  the  2  percent  differential 
seems  desirable. 

(c)  Since  banks  in  some  States  are 
prohibited  from  charging  more  than  6 
percent  on  loans,  a  member  bank  in 
such  States  that  pays  4'/^  percent  on  a 
time  deposit  may  not  make  a  loan  on 
such  deposit  without  violating  this  part. 
However,  there  is  nothing  in  the  regula¬ 
tion  to  prevent  a  bank  and  its  customer 
from  agreeing  to  the  payment  of  a  lesser 
rate  of  interest  on  the  deposit  while  a 
loan  on  the  deposit  is  outstanding. 
Therefore,  by  agreement,  the  rate  of  in¬ 
terest  paid  on  the  deposit  could  be  re¬ 
duced  to  4  percent  during  the  period  of 
the  loan,  with  interest  on  the  loan  fixed 
at  6  percent.  This  would  not  be  a  cir¬ 
cumvention  of  this  part  as  the  customer 
would  still  be  pajdng  2  percent  more  in¬ 
terest  on  the  loan  than  he  would  receive 
on  the  deposit.  The  rate  of  interest  that 
the  bank  could  pay  on  the  deposit  before 
and  after  the  loan  would  not  be  affected. 

(12  U.S.C.  248(i).  Interprets  or  applies  12 
U.S.C.  371b) 


Tuesday,  April  20,  1965 
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Dated  at  Washington.  D.C.,  this  2d  day 
of  April  1965. 

Board  or  Governors  of 
THE  Federal  Reserve 
System, 

[seal]  Merritt  Sherman, 

Secretary. 

[PH.  Doc.  65-4066;  Piled,  Apr.  19.  1966: 
8:45  a.in.] 

Title  14— AERONAUTICS  AND 
SPACE 

Chapter  I — Federal  Aviation  Agency 

[Airspace  Docket  No.  65-CEr-lJ 

PART71~DESIGNATI0N  of  federal 
AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS 

Alteration  of  Control  Zone  and 
Transition  Area 

On  January  26,  1965,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (30  FJi.  803)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  alter  controlled  airspace  hi  the 
Sidney,  Nebr.,  terminal  area. 

Interested  persons  were  afforded  an 
opportunity  to  participate  in  the  rule 
making  through  submission  of  com¬ 
ments.  All  comments  received  were 
favorable. 

In  consideration  of  the  foregoing.  Part 
71  of  the  Federal  AviaUon  Regulations 
is  amended  effective  0001  June  24,  1965, 
as  hereinafter  set  forth: 

(1)  In  §71.171  (29  FJl.  17581)  the 
Sidney,  Nebr.,  control  zone  is  amended 
to  read: 

Sidney,  Nebr. 

Within  a  6-mlle  radius  of  Sidney,  Nebr., 
Airport  (latitude  41*06'60"  N.,  longitude 
102*59'00"  W.)  and  within  2  miles  either 
side  of  the  Sidney  VOR  079*  radial,  extend¬ 
ing  from  the  6-mile  radius  zone  to  the  VOR. 

(2)  In  §  71.181  (29  F.R.  17643)  the  Sid¬ 
ney,  Nebr.,  transition  area  is  amended  to 
read: 

SmNEY,  Nebr. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  2  miles  each 
side  of  the  Sidney  VOR  259*  radial  extending 
from  the  VOR  to  8  miles  W  of  the  VOR,  and 
within  4  miles  each  side  of  the  Sidney  VOR 
083*  radial,  extending  from  9  miles  E  to  13 
miles  E  of  the  VOR;  and  that  airspace  ex¬ 
tending  upward  from  1,200  feet  above  the 
surface  within  5  miles  N  and  8  miles  S  of  the 
Sidney  VOR  079*  and  259*  radials  extending 
from  3  miles  E  to  12  miles  W  of  the  VOR. 

(Sec.  307(a).  Federal  Aviation  Act  of  1958; 
49  U.S.C.  1348) 

Issued  in  Kansas  City,  Mo.,  on  April  8, 
1965. 

Kirby  L.  Brannon, 
Acting  Director,  Central  Region. 

(F.R.  Doc.  65-4082;  FUed,  Apr.  19,  1965; 
8:48  am.] 


[Airspace  Docket  No.  63-CE-127] 

part  71— designation  of  federal 

AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS 

Amendment  to  Alteration  of  Control 
Zone 

On  January  .13,  1965,  a  final  rule  was 
published  in  the  Federal  Register  (30 
F.R.  433)  altering  the  controlled  airspace 
in  the  Fort  Wayne,  Ind.,  terminal  area 
effective  May  27, 1965.  This  rule,  in  ad¬ 
dition  to  designating  a  transition  area 
and  revoking  a  control  area  extension, 
redesignated  the  Fort  Wayne  control 
zone  as  that  airspace: 

Within  a  5-mlle  radius  of  Baer  Field  (lati¬ 
tude  40*58'60''  N.,  longitude  85*11'25"  W.) 
within  2  miles  each  side  of  the  Fort  Wayne 
VORTAC  038*  radial  extending  from  the  6- 
mile  radius  zone  to  7  miles  NE  of  tSe  VOR¬ 
TAC;  within  2  miles  each  side  of  the  Fort 
Wayne  VORTAC  228°  radial  extending  from 
the  S-mile  radius  zone  to  12  miles  SW  of  the 
VORTAC;  within  2  miles  each  side  of  the 
Port  Wayne  VORTAC  265*  radial  extending 
from  the  5-mlle  radius  zone  to  8  miles  W  of 
the  VORTAC:  within  2  miles  each  side  of 
the  Port  Wayne  VORTAC  320°  radial  extend¬ 
ing  from  the  5-mlle  radius  zone  to  8  miles 
NW  of  the  VORTAC  and  within  2  miles  each 
side  of  the  231*  bearing  from  the  Port  Wayne 
RBN  extending  from  the  6-mile  radius  zone 
to  12  miles  SW  of  the  RBN. 

Since  the  Fort  Wayne  radio  beacon 
will  be  decommissioned  on  May  27,  1965, 
that  portion  of  the  control  zone  based  on 
the  utilization  of  the  radio  beacon  will 
not  be  required  after  that  date.  There¬ 
fore,  the  aforementioned  redesignation 
of  the  Fort  Wayne  control  zone  is  being 
amended  to  delete  that  portion  of  the 
control  zone  based  on  the  utilization  of 
the  radio  beacon.  Since  this  amendment 
is  less  restrictive  and  imposes  no  addi¬ 
tional  burden  on  any  person,  notice  and 
public  procedure  hereon  are  unnecessary. 

In  consideration  of  the  foregoing,  the 
above-described  redesignation  of  the 
Fort  Wa3me,  Ind.,  control  zone  published 
in  the  Federal  Register  on  January  13, 
1965,  is  hereby  amended,  effective  imme¬ 
diately,  by  deleting  therefrom  that  por¬ 
tion  which  reads: 

and  within  2  miles  each  side  of  the  231* 
bearing  from  the  Fort  Wayne  RBN  extending 
from  the  6-mlle  radius  zone  to  12  miles  SW 
of  the  RBN. 

(Sec.  307(a),  Federal  Aviation  Act  of  1958; 
49  UJ5.C.  1348) 

Issued  in  Kansas  City.  Mo.,  on  April  7, 
1965. 

Henry  L.  Newman, 
Acting  Director,  Central  Region. 

[P.R.  Doc.  65-4083;  Piled,  Apr.  19,  1965; 
8:48  am.] 


[Airspace  Docket  No.  64-EA-53] 

PART  71— DESIGNATION  OF  FEDERAL 
AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS 

Designation  of  Transition  Area 

On  pages  802  and  803  of  the  Federal 
Register  of  January  26.  1965,  there  was 


published  a  notice  of  proposed  rule  mak¬ 
ing  to  issue  a  regulation  which  would 
designate  a  700-foot  transition  area  over 
3M  Airport  at  Bristol,  Pa. 

Interested  persons  were  given  45  days 
in  which  to  submit  written  data  or  views 
with  respect  to  the  proposed  regulation. 
No  objections  to  the  proposed  regulation 
were  received. 

The  proposed  regulation  is  hereby 
adopted  as  set  forth  below  effective  0001 
e.s.t.  June  24, 1965,  subject  to  the  follow¬ 
ing  change:  This  paragraph  is  amended 
by  inserting  the  words  “extending  up¬ 
ward”  after  the  words  “That  airspace.” 

(Sec.  307(a),  Federal  Aviation  Act  of  1958; 
72  Stat.  749;  49  UJS.C.  1348) 

Issued  in  Jamaica,  N.Y.,  on  March  29, 
1965. 

Wayne  Hendershot, 
Acting  Director,  Eastern  Region. 

1.  Amend  §  71.181  of  Part  71  by  es¬ 
tablishing  Bristol.  Pa.,  transition  area 
described  as  follows: 

Bristol,  Pa. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  5-mlle  radius 
of  the  center  40*07'45"  IT.,  74*51'00''  W.,  of 
3M  Airport,  Bristol,  Pa.,  said  transition  area 
effective  from  sunrise  to  sunset  daily,  exclud¬ 
ing  that  portion  that  coincides  with  North 
Philadelphia,  Pa.,  700-foot  transition  area. 

[P.R.  Doc.  65-4086;  Filed,  Apr.  19,  1965; 

8:48  a.m.] 


[Regulatory  Docket  No.  6423;  Amdt.  93-7] 

PART  93— SPECIAL  AIR  TRAFFIC 
RULES  AND  AIR  TRAFFIC  PATTERNS 

VOR  Federal  Airway  No.  16 

The  purpose  of  this  amendment  to  Part 
93  of  the  Federal  Aviation  Regulations 
is  to  alter  the  special  air  traffic  rules 
applicable  to  aircraft  crossing  and  oper¬ 
ating  along  VOR  Federal  Airway  No.  16 
W  and  in  the  vicinity  of  Phoenix,  Ariz. 
It  provides  for  continuation  of  the  segre¬ 
gation  of  high-performance  training 
flights  departing  Luke  Air  Force  Base 
and  other  aircraft,  minimizes  operational 
restrictions,  and  makes  for  more  efficient 
utilization  of  the  airspace. 

Notice  of  the  proposed  rule  making  was 
published  in  the  Federal  Register  on 
January  13,  1965  (30  FH.  446).  Inter¬ 
ested  persons  were  afforded  an  oppor¬ 
tunity  to  participate  in  the  rule  making 
by  submission  of  comment  and  views. 
Due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  Air  Line  Pilots  Association 
(ALPA),  the  National  Business  Aircraft 
Association  (NBAA),  the  Air  Transport 
Association  of  America  (ATA)  and  the 
Aircraft  Owners  &  Pilots  Association 
(AOPA)  concurred  in  the  proposed 
amendment. 

The  Department  of  the  Air  Force  rec¬ 
ommended  that  certain  clarifidng  lan¬ 
guage  be  included  to  make  it  clear  that 
the  2,500-foot  and  5,000-foot  altitudes  re¬ 
ferred  to  in  §  93.73  were  included  as 
useable  altitudes  in  the  crossing  corridor, 
and  that  aircraft  departing  Luke  Air 
Force  Base,  other  than  on  training  mis- 
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sions  (and  particularly  certain  IPR  de¬ 
partures  during  VFR  conditions),  were 
not  prohibited  from  using  the  airspace. 
Accordingly,  the  word  “inclusive”  has 
been  added  at  the  end  of  §  93.73,  and  the 
parenthetical  phrase  in  i  93.75  has  been 
expanded  to  include  “aircraft  departing 
Luke  Air  Force  Base.”  No  other  com¬ 
ments' were  received. 

In  consideration  of  the  foregoing,  Sub¬ 
part  E  of  Part  93  of  the  Federal  Aviation 
Regulations  is  amended,  effective  May  22, 
1965,.  to  read  as  follows: 

Subpart  E — VOR  Federal  Airway 
No.  16 

Sec. 

93.71  'Applicability. 

93.73  Crossing  VOR  Federal  Airway  No.  16; 

Jet  training  operations. 

93.75  Crossing  and  operating  along  VOR 
Federal  Airway  No.  16. 

Authoritt:  The  provisions  of  this  Subpart 
E  issued  under  sec.  307,  Federal  Aviation  Act 
of  1958;  (49  U.S.C.  1348). 

§  93.71  Applicability. 

This  subpart  applies  to  aircraft  op¬ 
erated  under  VFR  conditions  within  VOR 
Federal  Airway  No.  16  between  longitudes 
112‘’23'  W.  and  112'’41'30"  "W.,  excluding 
that  portion  of  the  airspace  within  a 
four-statute-mile  radius  of  the  Litch¬ 
field  Park  Naval  Air  Facility  (centered  at 
latitude  33‘’25'25"  N.,  longitude  112°- 
22 '30"  'W.),  Monday  through  Saturday 
from  0600  through  1800  local  time. 

§  93.73  Crossing  VOR  Federal  Airway 
No.  16;  jet  training  operations. 

Each  pilot  in  command  of  a  Luke  Air 
Force  Base  jet  aircraft  operating  outside 
the  Luke  Air  Force  Base  airport  trafiOc 
pattern  and  engaged  in  a  training  opera¬ 
tion  that  requires  crossing  of  VOR  Fed¬ 
eral  Airway  No.  16  shall  cross  within  the 
airspace  specified  in  §  93.71  at  altitudes 
from  2,500  feet  m.s.l.  to  5,000  feet  m.s.l., 
inclusive. 

§  93.75  Crossing  and  operating  along 
VOR  Federal  Airway  No.  16. 

Unless  otherwise  authorized  by  ATC, 
each  person  piloting  an  aircraft  (other 
than  an  aircraft  to  which  §  93.73  applies 
and  aircraft  departing  Luke  Air  Force 
Base)  crossing  or  operating  along  VOR 
Federal  Airway  No.  16  in  the  area  speci¬ 
fied  in  §  93.71  shall  operate — 

(a)  At  2,000  feet  m.s.l.  or  lower;  or 

(b)  At  5,500  feet  m.s.l.  or  higher. 

Issued  in  Washington,  D.C.,  on  April  13, 
1965. 

N.  E.  Halaby, 
Administrator. 

(F.R.  Doc.  65-4087;  FUed,  Apr.  19,  1965; 
8:48  a.m.] 


(Reg.  Docket  No.  6589;  Arndt.  95-127] 

PART  95 — IFR  ALTITUDES 
Miscellaneous  Amendments 

The  purpose  of  this  amendment  to 
Part  95  of  the  Federal  Aviation  Regula¬ 
tions  is  to  make  changes  in  the  IFR  alti¬ 
tudes  at  which  all  aircraft  shall  be  flown 
over  a  specified  route  or  portion  thereof. 
'These  altitudes,  when  used  in  conjunc¬ 
tion  with  the  current  changeover  points 


for  the  routes  or  portions  thereof,  also 
assure  navigational  coverage  that  is  ade¬ 
quate  and  free  of  frequency  interference 
for  that  route  or  portion  thereof. 

As  a  situation  exists  which  demands 
immediate  action  in  the  interest  of  safety, 

I  find  that  compliance  with  the  notice 
and  procedure  provisions  of  the  Adminis¬ 
trative  Procedure  Act  is  impracticable 
and  that  good  cause  exists  for  making 
this  amendment  effective  within  less  than 
30  days  from  publication. 

In  consideration  of  the  foregoing  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  5662), 
Part  95  of  the  Federal  Aviation  Regula¬ 
tions  is  amended,  effective  May  27,  1965, 
as  follows : 

1.  By  amending  Subpart  C  as  follows: 
Section  95.101  Amber  Federal  airway 
1  is  amended  to  read  in  part: 

From,  to  and  MEA 

United  States-Canadian  border;  Sitka,  Alaska, 
LFR;  4,000. 

Section  95.1001  Direct  routes — U.S.  is 
amended  to  delete: 

Bangor,  Maine,  LF^  or  VOR;  East  Dover  INT, 
Maine;  2,500. 

Bellona  INT,  N.T.;  Sampson,  N.T.,  LF/RBN; 
3,000. 

Brunswick,  M:.ine,  LF/RBN;  Portland,  Maine, 
LFR;  2,000. 

Glens  Falls,  N.Y.,  LF/RBN;  Sacandaga  Reser¬ 
voir  INT,  N.Y.:  5,000. 

Longmeadow  INT,  Mass.;  Terryvllle  INT, 
Conn,  (via  Weatogue  INT,  Conn.);  2,500. 
Martha’s  Vineyard,  Mass.,  LF/RBN;  Nan¬ 
tucket,  Mass.,  VOR  or  LF/RBN;  1,300. 
Martha's  Vineyard,  Mass.,  LF/RBN;  Otis, 
Mass.,  LF/RBN;  1,500. 

Massena,  N.Y.,  VOR;  Int.,  Massena  VOR  98* 
rad.  and  S  crs,  Montreal  LFR;  3,500. 
Meriden  INT,  Conn.;  Weatogue  INT,  Conn.; 
2,500. 

Pulaski  INT.  N.Y.;  Syracuse,  N.Y.,  LFR;  2,000. 
Pulaski  INT,  N.Y.:  Utica,  N.Y..  LFR;  3,000. . 
Syracuse,  N.Y..  VOR;  Utica,  N.Y.,  LFR;  1,900. 
Utica,  N.Y.,  LFR;  ‘Int.,  Binghamton,  N.Y., 
VOR  058*  rad.  and  Syracuse,  N.Y.,  VOR 
142*  rad.;  3,500.  *5,000 — MCA  southbound. 
Weatogue  INT,  Conn.;  Int.  NE  crs,  Bridge¬ 
port,  Conn.,  LFR;  and  S  crs,  Westfield, 
Mass.,  LFR;  2,500. 

Worcester,  Mass.,  LOM;  Int.  SW  crs,  Boston, 
Mass.,  LFR;  and  SE  crs,  Worcester,  Mass., 
ILS;  2,000. 

Kelly  AFB,  Tex.,  TVOR;  Guadalupe  INT, 
Tex.;  *3,000.  *2,500— MOCA. 

Britton,  Tex.,  VOR;  Stadium  INT,  Tex.; 
2,700. 

Britton,  Tex.,  VOR;  Roanoke  INT,  Tex.;  2,700. 
Britton,  Tex.,  VOR;  Ft.  Worth,  Tex.,  LF/ 
RBN;  2,700. 

Addison,  Tex.,  VOR;  Int.  082*  M  rad,  Britton 
VOR.  and  115*  M  rad,  Addison  VOR;  *3,000. 
*2,000— MOCA. 

Int.  174*  M  rad,  Addison,  Tex.,  VOR,  and 
063°  M  rad,  Benbrook,  VOR;  Lucas  INT, 
Tex.;  2,000. 

Hensley  INT,  Tex.;  Int.  162*  M  rad,  DAL, 
and  128*  M  rad,  GSW;  *3,000.  *2,800— 
MOCA. 

Ft.  Worth,  Tex.,  VOR;  Dallas.  Tex.,  VOR; 
2,200. 

Section  95.1001  Direct  routes — U.S,  is 
amended  by  adding : 

Mitchell  INT,  Ga.;  Blythe  INT,  Ga.;  *5,000. 
*1,900— MOCA. 

Blythe  INT,  Ga.;  Augusta,  Ga.,  LOM;  *2,000. 
•1,300— MOCA. 

Overton  INT,  S.C.;  Myrtle  Beach,  S.C.,  VOR; 

•1,600.  *1,300— MOCA. 

Union  INT,  N.C.;  Charlotte,  N.C.,  VOR; 
*3,000.  *2,000— MOCA. 
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Charlotte,  N.C..  VOR;  Midland  INT.  N.C.- 
*3,000.  *2,900 — MOCA. 

Pueblo,  Colo.,  LOM;  Plnon  INT,  Colo.;  7,600. 
Abbeville  INT,  Ala.;  Cairns,  Ala.,  VOR;  *2,000 
*1,700— MOCA. 

Andalusia  INT,  Ala.;  Cairns,  Ala.,  VOR- 
*2,000.  *1,600— MOCA. 

Arcus  INT,  Ala.;  Goshen  INT,  Ala.;  *2,500 
*1,600— MOCA. 

Cairns,  Ala.,  VOR;  Dothan,  Ala.,  VOR;  *2,000 
*1,700— MOCA. 

Cairns,  Ala.,  VOR;  Dozier  INT,  Ala.;  *2,000 
*1,600— MOCA. 

Cairns,  Ala.,  VOR;  Hartford  INT,  Ala.;  *2,000 
*1,400— MOCA. 

Crestvlew,  Fla.,  VOR;  Dozier  INT,  Ala.* 
*2,000.  *1,600— MOCA. 

Enterprise.  Ala.,  LF/RBN;  Rutledge  INT, 
Ala.;  2,100. 

Evergreen,  Ala.,  VOR;  Int.  104*  M  rad,  EVR, 
and  009*  M  rad,  CEW;  *2,000.  *1,600— 

MOCA. 

Hartford  INT,  Ala.;  Marianna,  Fla.,  VOR; 

*2,000.  *1,500— MOCA. 

Dozier  INT.  Ala.;  Int.  267°  M  rad,  OZR,  *2,000. 
(CEW  027/OZR  267)  and  009°  M  rad.  CEW; 
*1,700— MOCA. 

GuUport,  Miss.,  VOR;  Horn  INT,  Miss.;  *1,600. 
*1,400— MOCA. 

Dog  INT,  Miss.;  Gulfport,  Miss.,  VOR;  *2,600. 
*1,400— MOCA. 

Caesar  INT,  Miss.;  Gulfport,  Miss.,  VOR; 

*1,700.  *1,500— MOCA. 

Caesar  INT,  Miss.;  Poplarville  INT,  Miss.; 

*1,900.  *1,400— MOCA. 

Graham  INT,  Ga.;  Talladega,  Ala.;  VOR; 

*3,600.  *2,900— MOCA. 

Addison,  Tex.,  VOR;  Lakeside  INT,  Tex.; 

*2,100.  *2,000— MOCA. 

Greater  Southwest,  Tex.,  VOR;  Joshua  INT, 
Tex.;  *2,500.  *1,800— MOCA. 

Benbrook.  Tex.,  VOR;  Mill  INT,  Tex.;  *3,500. 
*2,300— MOCA. 

Lucas  INT,  Tex.;  Joshua  INT,  Tex.;  *2,700. 
*2,000— MOCA. 

Maypearl  INT,  Tex.;  Britton,  Tex.,  VOR; 

*2,500.  *2,200— MOCA. 

Addison,  Tex.,  VOR;  Int.  019°  M  rad,  ADS, 
and  330°  M  rad,  DAL;  *2,300.  *2,100- 

MOCA. 

Whltesburg,  Ky.,  VOR;  Newcombe,  Ky.,  VOR; 
4,000. 

Eugene,  Oreg.,  VOR;  Salem.  Oreg.,  LOM; 
3,100. 

Salem,  Oreg.,  LOM;  Portland.  Oreg.,  VOR; 
3,000. 

Section  95.1001  Direct  routes — U.S,  Is 
amended  to  read  in  part; 

Int.  NW  crs  DAL,  ILS,  and  040°  M  rad.  BEO; 

Benbrook,  Tex.,  VOR;  2,700. 

Pox  INT,  Tex.;  Sunset  INT,  Tex.;  *3,000. 
*2,100— MOCA. 

Greater  Southwest,  Tex.,  VOR;  Int.  070°  M 
rad.  GSW,  and  089°  M  rad.  DAL;  *2,800. 
*2,000— MOCA. 

Section  95.6001  VOB  Federal  airway 
1  is  amended  to  read  in  part: 

Cofield,  N.C.,  VOR;  Deep  Creek  INT.  Va.; 
*2,000.  *1,100— MOCA. 

Section  95.6002  VOR  Federal  airway  2 
is  amended  to  read  in  part : 

•Spokane,  Wash.,  VOR;  Mullan  Pass,  Idaho, 
VOR;  9,000.  *5,200— MCA  Spokane  VOR. 

eastbound. 

Lakeport  INT.  N.Y.:  Vernon  INT,  N.Y.; 

*3,000.  *2,300— MOCA. 

Vernon  INT,  N.Y.;  Utica,  N.Y.,  VOR;  *3.200. 
*2,600— MOCA. 

Marlon  INT,  N.Y.;  Whltford  INT,  N.Y.; 

*2,400.  *1,700— MOCA. 

Whltford  INT,  N.Y.;  Syracuse.  N.Y,,  VOR: 
*2,300.  *1,900— MOCA. 

Section  95.6003  VOR  Federal  airway  3 
is  amended  to  read  in  part : 


FEDERAL  REGISTER 


5577 


Tuesday,  April  20,  1965 


From,  to,  and  MEA 

Carmel,  N.Y.,  VOR;  Hartford,  Conn.,  VOB; 
2,700. 

Hartford,  Conn.,  VOR;  Eagle  INT,  Conn.; 

•2,700.  *2,000 — MOCA. 

Eagle  INT,  Conn.;  Woodstock  INT,  Conn.; 

•3,000.  •2,300— MOCA. 

Kennebunk,  Maine,  VOR;  Augusta,  Maine, 
VOR;  •2,400.  *2,000— MOCA. 

West  Chester,  Pa.,  VOR;  Int.  066*  M  rad.  West 
Chester  VOR,  and  167*  M  rad,  Pottstown, 
VOR:  *2,400.  *2,000— MOCA. 

Int.  056”  M  rad.  West  Chester  VOR,  and  167* 
M  rad,  Pottstown,  VOR;  Warrington  INT, 
Pa.:  2,000. 

Section  95.6004  VOR  Federal  airway  4 
is  amended  to  read  in  part : 

Int.  251*  M  rad,  Nabb,  VOR,  and  283*  M  rad, 
Louisville,  VOR,  via  N  alter.;  Corydon  INT, 
Ind.,  via  N  alter.;  *2,500.  *1,800— MOCA. 

Corydon  INT,  Ind.,  via  N  alter.;  Louisville, 
Ky.,  VOR,  via  N  alter.;  2,500. 

Section  95.6005  VOR  Federal  airway  5 
is  amended  to  read  in  part : 

Dublin.  Ga.,  VOR;  *Grove  INT,  Ga.;  •  *2,500. 

•3.000— MRA.  **2,000— MOCA. 

Grove  INT,  Ga.;  McDonough,  Ga.,  VOR; 
•2,500.  *2,000— MOCA.  _ 

Section  95.6006  VOR  Federal  airway  6 
is  amended  to  read  in  part : 

Blue  Canyon  INT,  Calif.,  via  N  alter.;  Signal 
INT.  Calif.,  via  N  alter.;  *11,000.  *10,400— 

MOCA. 

Signal  INT,  Calif.,  via  N  alter.;  Reno,  Nev., 
VOR,  via  N  alter.;  11,500. 

Knoxville  INT,  Iowa,  via  S  alter.;  Bussey  INT, 
Iowa,  via  S  alter.;  *2,700.  *2,200 — MOCA. 

Section  95.6007  VOR  Federal  airway  7 
is  amended  to  read  in  part ; 

Nashville,  Tenn.,  VOR;  Claymour  INT,  Ky.; 
3  000 

Claymour  INT,  Ky.;  Central  City,  Ky.,  VOR; 

*2,500.  *1,800— MOCA. 

Central  City,  Ky.,  VOR;  Cairo  INT,  Ind.; 

•2,500.  *1,700— MOCA. 

Cairo  INT,  Ind.;  Evansville,  Ind.,  VOR;  2,500. 

Section  95.6008  VOR  Federal  airway  8 
is  amended  to  read  in  part : 

Knoxville  INT.,  Iowa,  via  S  alter.;  Btissey 
INT,  Iowa,  via  S  alter.;  *2,700.  *2,200— 

MOCA. 

Section  95.6012  VOR  Federal  airway  12 
is  amended  to  delete: 

Harrisburg,  Pa.,  VOR;  Gap  INT,  Pa.;  2,400. 
Gap  INT,  Pa.;  West  Chester,  Pa.,  VOR;  2,000. 
West  Chester,  Pa.,  VOR;  Echelon  INT,  Pa.; 
•2,000.  *1,800— MOCA. 

Section  95.6014  VOR  Federal  airway  14 
is  amended  to  read  in  part : 

Brookfield  INT,  N.Y.;  Cooperstown  INT,  N.Y.; 
4,000. 

Cooperstown  INT,  N.Y.;  Carlisle  INT,  N.Y.; 
•4,000.  *3,400— MOCA. 

Section  95.6015  VOR  Federal  airway  15 
is  amended  to  read  in  part : 

Sioux  City,  Iowa,  VOR,  via  E  alter.;  Sioux 
Falls,  S.  Dak.,  VOR,  via  E  alter.;  3,700. 
Sioux  Falls,  S.  Dak.,  VOR;  Huron,  S.  Dak., 
VOR;  *3,500.  *3,000— MOCA. 

Sioux  Falls,  S.  Dak.,  VOR,  via  W  alter.;  Ca- 
nova  INT,  S.  Dak.,  via  W  alter.;  *3,600. 
•3,000— MOCA. 

Canova  INT,  S.  Dak.,  via  W  alter.;  Huron, 
S.  Dak.,  VOR,  via  W  alter.;  *3,200.  *2,500— 
MOCA.  ' 

Section  95.6016  VOR  Federal  airway  16 
is  amended  to  read  in  part : 
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Norwich,  Conn.,  VOR;  Sterling  INT,  Conn.; 

*2,600.  *1,800— MOCA. 

Sterling  INT,  R.I.;  Footer  INT,  A.I.;  *2,500. 
*1,900— MOCA. 

Woonsocket  INT,  RJ.;  MllHs  INT,  Mass.; 

*2,100.  *1,700— MOCA. 

Minis  INT,  Mass.;  Walpole  INT,  Mass.;  *2,100. 
*1,600— MOCA. 

Walpole  INT,  Mass.;  Boston,  Mass.,  VOR; 

*2,100.  *1,800— MOCA. 

Roanoke,  Va.,  VOR;  Rockfish  INT,  Va.;  6,000. 
Rockfish  INT,  Va.;  Gordonsville,  Va.,  VOR; 
5,000. 

Section  95.6023  VOR  Federal  airway  23 
is  amended  to  read  in  part; 

Portland,  Oreg.,  VOR;  *Mayfield  INT,  Wash.; 
5,000.  *6,600 — MRA. 

Mayfield  INT,  Wash.;  Rainier  INT,  Wash.; 
5,000. 

Section  95.6030  VOR  Federal  airway  30 
is  amended  to  read  in  part : 

Montauk  INT,  N.Y.;  Norwich,  Conn.,  VOR; 
*2,300.  *1,700— MOCA. 

Section  95.6033  VOR  Federal  airway  33 
is  amended  to  read  in  part ; 

Phillpsbxug,  Pa.,  VOR;  Bradford,  Pa.,  VOR; 
4,400. 

Section  95.6035  VOR  Federal  airway  35 
is  amended  to  read  in  part : 

Watkins  Glen,  N.Y.,  VOR;  Scipio  INI’.  N.Y.; 
•3,600.  *3,100— MOCA. 

Section  95.6037  VOR  Federal  airway  37 
is  amended  to  read  in  part: 

Volant  INT,  Pa.;  Hadley  INT,  Pa.;  3,100. 
Hadley  INT,  Pa.;  Erie,  Pa.,  VOR;  *3,200. 
*2,900— MOCA. 

Section  95.6039  VOR  Federal  airway  39 
is  amended  to  read  in  part : 

Gordonsville,  Va.,  VOR,  via  E  alter.;  Brandy 
INT,  Va.,  via  E  alter.;  2,800. 

Lancaster,  Pa.,  VOR;  BoyCT  INT,  Pa.;  2,900. 
Boyer  INT,  Pa.;  East  Texas,  Pa.,  VOR;  3,000. 
East  Texas,  Pa.,  VOR;  Allentown,  Pa.,  VOR; 
3,000. 

Allentown,  Pa.,  VOR;  Huguenot,  N.Y.,  VOR; 

3,500. 

Huguenot,  N.Y.,  VOR;  Walden  INT,  N.Y.; 

3,500. 

Walden  INT,  N.Y.;  Poughkeepsie,  N.Y.,  VOR; 
4,000. 

Poughkeepsie,  N.Y.,  VOR;  Colebrook  INT, 
Conn.;  *4,000.  *3,000— MOCA. 

Colebrook  n^.  Conn.;  Russell,  INT,  Mass.; 

*3,500.  *2,400— MOCA. 

Russel  INT,  Mass.;  Westfield,  Mass.  VOR; 

*3,500.  *2,300— MOCA. 

Westfield,  Mass.,  VOR;  Gardner,  Mass.,  VOR; 

*3,500.  *2,500— MOCA. 

Concord,  N.H.  VOR;  Kennebunk,  Maine, 
VOR;  *3,000.  *2,400— MOCA. 

Kennebunk,  Maine,  VOR;  Augusta,  Maine, 
VOR;  *2,400.  *2,000— MOCA. 

Mllllnocket,  Maine,  VOR;  Presque  Isle,  Maine, 
VOR;  *3,000.  *2,500— MOCA. 

Presque  Isle,  Maine,  VOR;  United  States- 
Canadian  border;  *3,500.  *2,600 — MOCA. 

Section  95.6043  VOR  Federal  airway  43 
is  amended  to  read  in  part : 

Youngstown,  Ohio,  VOR;  *Linesvllle  INT, 
Pa.;  3,000.  *3,500— MRA. 

Llnesvllle  INT,  Pa.;  Erie,  Pa.,  VOR;  *3,000. 
*2,900— MOCA. 

Tiverton,  Ohio,  VOR;  Briggs,  Ohio,  VOR; 
*3,000.  *2,600— MOCA. 

Section  95.6044  VOR  Federal  airway  44 
is  amended  to  read  in  part : 

•Decker  INT,  Ind.;  Baden  INT,  Ind.;  **2,600. 
*2,300— MRA.  **2,300— MOCA. 
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Baden  INT,  Ind.;  Livonia  INT.  Ind.;  *2,500. 
*1,800— MOCA. 

Section  95.6051  VOR  Federal  airway  51 
is  amended  to  read  in  part : 

Dublin.  Ga.,  VOR;  *Grove  INT,  Ga.;  **2,500. 

*3,000— MRA.  **2,000— MOCA. 

Grove  INT,  Ga.;  McDonough,  Ga.,  VOR;  *2,- 
500.  *2,000— MOCA. 

Section  95.6052  VOR  Federal  airway  52 
is  amended  to  read  in  part ; 

Knoxville  INT,  Iowa;  Bussey  INT,  Iowa;  *2,- 
700.  *2,200— MOCA. 

Bussey  INT,  Iowa;  Ottumwa,  Iowa,  VOR; 
*2,700.  *2,100— MOCA. 

Section  95.6058  VOR  Federal  airway  58 
is  amended  to  read  in  part: 

Poughkeepsie,  N.Y.,  VOR;  Utchfield  INT, 
Conn.;  *3,000.  *2,600— MOCA. 

Litchfield  n^.  Conn.;  Hartford,  Conn.,  VOR; 
*3,000.  *2,300— MOCA. 

Section  95.6066  VOR  Federal  airway  66 
is  amended  to  read  in  part : 

San  Diego,  Calif.,  VOR;  *Bostonia  INT, 
Calif.;  4,000.  *5,200— MCA  Bostonia  INT, 

eastbound. 

Brookwood,  Ala.,  VOR;  Helena  INT,  Ala.; 

*2,400.  *2,000— MOCA. 

Helena  INT,  Ala.;  Chelsea  INT,  Ala.;  *2,800. 
*2,300— MOCA. 

Chelsea  INT,  Ala.;  Talladega,  Ala.,  VOR; 
*3,400.  *2,900— MOCA. 

Section  95.6068  VOR  Federal  airway  68 
is  amended  to  read  in  part : 

McCoy  INT,  Tex.;  Three  Rivers  INT,  Tex.; 
*2,500.  *1,900— MOCA. 

Section  95.6074  VOR  Federal  airway  74 
is  amended  to  read  in  part : 

Ponca  City,  Okla.,  VOR;  Tulsa,  Okla.,  VOR; 

2,500. 

Ponca  City,  Okla.,  VOR,  via  S  alter.;  Okmul¬ 
gee,  Okla.,  VOR,  via  S  alter.;  *3,000. 
*2,500— MOCA. 

Section  95.6081  VOR  Federal  airway  81 
is  amended  to  read  in  part : 

Plainview,  Tex.,  VOR;  Canyon  INT,  Tex.; 
5,000. 

Section  95.6084  VOR  Federal  airway  84 
is  amended  to  read  in  part: 

•sturgeon  INT,  HI.;  **Tadpole  INT,  Mich.; 
***2,500.  *3,000— MRA.  **3,200— MRA. 

•*  *2,000— MOCA. 

Tadpole  INT,  Mich.;  Pullman,  Mich.,  VOR; 
*2,500.  *2,000— MOCA. 

Section  95.6093  VOR  Federal  airway  93 
is  amended  to  read  in  part : 

Poughkeepsie,  N.Y.,  VOR;  Chester,  Mass., 
VOR;  *4,000.  *3,000— MOCA. 

Chester,  Mass.,  VOR;  Colrain  INT,  Mass.; 

*3,500.  *2,70C— MOCA. 

Colrain  INT,  Mass.;  Keene,  NH.,  VOR;  3,500. 
Lancaster,  Pa.,  VOR;  Boyer  INT,  Pa.;  2,900. 
Boyer  INT,  Pa.;  East  Texas,  Pa.,  VOR;  3,000. 
East  Texas,  Pa.,  VOR;  Allentown,  Pa.,  VOR; 
3,000. 

Section  95.6106  VOR  Federal  airway 
1 06  is  amended  to  read  in  part : 

Poughkeepsie,  N.Y.,  VOR;  Colebrook  INT, 
Conn.;  *4,000.  *3,000— MOCA. 

Colebrook  INT,  Conn.;  Russell  INT,  Mass.; 

*3,500.  *2,400— MOCA. 

Russell  INT,  Mass.;  Westfield,  Mass.,  VOR; 

*3,600.  *2,300— MOCA. 

Westfield,  Mass.,  VOR;  Gardner,  Mass.,  VOR; 
*3,500.  *2.500— MOCA. 
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Section  95.6107  VOR  Federal  airway 
107  is  amended  to  read  In  part: 
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Saddle  INT,  Oallf.;  •Plllmore.  Calif.,  VOR; 
6,000.  •7,200— MCA  FUlmore  VOR,  north- 
we8tbo\md. 

Section  95.6120  VOR  Federal  airway 
120  is  amended  to  read  in  part ; 

Canova  INT,  S.  Dak.;  Sioux  Palls,  S.  Dak., 
VOR;  •3,500.  *3,000— MOCA. 

Section  95.6123  VOR  Federal  airway 
123  is  amended  to  read  in  part: 

Carmel,  N.Y.,  VOR;  Litchfield  INT,  Conn.; 

•3,000.  *2,200 — MOCA. 

Litchfield  INT,  Conn.;  Westfield,  Mass.,  VOR; 
•3,000.  *2,700 — MOCA. 

Section  95.6138  VOR  Federal  airway 

138  is  amended  to  read  in  part : 

Cheyenne,  Wyo.,  VOR;  Pine  Bluffs  INT,  Wyo.; 

8,000. 

Section  95.6139  VOJ?  Federal  airway 

139  is  amended  to  read  in  part; 

Montauk  INT,  N.Y.;  •Watch  Hill  INT,  R.I.; 
••4,000.  *3,000— MR  A.  ••  1 .000— MOCA. 

Section  95.6146  VOR  Federal  airway 

146  is  amended  to  read  in  part : 

Torrlngton  INT,  Mass.;  Poughkeepsie,  N.Y., 
VOR:  *3,500.  *2,700— MOCA. 

Section  95.6147  VOR  Federal  airway 

147  is  amended  to  delete; 

PhUadelphia,  Pa.,  ILS  loc.;  Int.  152*  M  rad. 
town.  Pa.,  VOR,  via  E  alter.;  2,500. 

Section  95.6147  VOR  Federal  airway 
147  is  amended  to  read  in  part : 

Philadelphia,  Pa.,  ILS  loc.;  Int.  152*  M  rad, 
Pottstown  VOR,  and  083*  M  rad.  West 
Chester,  VOR;  2,000. 

Int.  152*  M  rad,  Pottstown  VOR  and  083* 
M  rad  West  Chester,  VOR;  Pottstown,  Pa, 
VOR:  *2.400.  *2,000— MOCA. 

Section  95.6149  VOR  Federal  airway 
149  is  amended  by  adding : 

Dublin  INT,  Pa.;  Allentown,  Pa.,  VOR;  2,800. 

Section  95.6149  VOR  Federal  airway 
1491s  amended  to  read  in  part : 

Georgetown,  N.Y.,  VOR;  Vernon  DJT.  N.Y.; 
3,900. 

Vernon  INT,  N.Y.;  Utica,  N.Y.,  VOR;  *3,200. 
*2,600— MOCA. 

Section  95.6156  VOR  Federal  airway 
156  is  amended  to  read  in  part: 

Elkins,  W,  Va.,  VOR;  Crawford  INT,  Va.;  8,- 
000. 

Crawford  INT,  Va.;  Mission  INT,  Va.;  5,000. 
Mission  INT,  Va.;  Oordonsville,  Va.,  VOR, 
northwestbound,  5,000;  southeastbound, 
4,000. 

Kessel,  W.  Va.,  VOR,  via  N  alter.;  Luray  INT, 
Va.,  via  N  alter.;  6,000. 

Luray  INT,  Va.,  via  N  alter.;  Rochelle  INT, 
Va.,  via  N  alter.;  5,500. 

Rochelle  INT,  Va.,  via  N  alter.;  Gordonsvllle, 
Va.,  VOR,  via  N  alter.,  northwestbound, 
6,000;  southeastbound,  4,000. 

Section  95.6162  VOR  Federal  airway 
1 62  is  amended  to  read: 

Harrisburg,  Pa.,  VOR;  Aetna  INT.  Pa.;  3,000. 
Aetna  INT,  Pa.;  East  Texas,  Pa.,  VOR;  8,400. 
Harrisburg,  Pa.,  VOR,  via  S  alter.;  Boyer  INT, 
Pa.,  via  S  alter,;  8,100. 

Boyer  INT,  Pa.,  via  S  alter.;  East  Texas,  Pa., 
VOR,  via  S  alter.;  8,000. 

Bast  Texas,  Pa.,  VOR;  Allentown,  Pa.,  VOR; 
3,000. 
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Section  95.6163  VOR  Federal  airway 
163  is  amended  to  read  in  part: 

Bergheim  INT,  Tex.;  Spring  Branch  INT, 
Tex.;  *3,500.  *2,800— MOCA. 

Section  95.6170  VOR  Federal  airway 
170  is  amended  to  read  in  part : 

Ravine,  Pa.,  VOR:  Boyer  INT,  Pa.;  3,500. 
Boyer  INT,  Pa.;  West  Chester,  Pa.,  VOR; 
3,000. 

Section  95.6176  VOR  Federal  airway 
176  is  amended  to  read  in  part; 

Jasper  INT,  Ala.;  Birmingham,  Ala.,  VOR; 
*2,000.  *1,900— MOCA. 

Section  95.6178  VOR  Federal  airway 
178  is  amended  to  read  in  part: 

Central  City,  Ky.,  VOR;  New  Hope,  Ky., 
VOR;  *3,000.  *1,900— MOCA. 

Section  95.6181  VOR  Federal  airway 
181  is  amended  to  read  in  part: 

Norfolk,  Nebr.,  VOR;  Yankton.  S.  Dak.,  VOR; 

*3,600.  *3,100— MOCA. 

Yankton.  S.  Dak.,  VOR;  Sioux  Falls,  S.  Dak., 
VOR;  *3,400.  *3,100— MOCA. 

Section  95.6188  VOR  Federal  airway 
188  is  amended  to  read  in  part : 

Jefferson,  Ohio,  VOR;  *Llnesville  INT,  Pa.; 
3,500.  *3,500— MRA. 

Linesvllle  INT,  VOR;  Tldloute,  Pa.,  VOR; 
3,500. 

Section  95.6194  VOR  Federal  airway 
194  is  amended  to  read  in  part: 

Cofield.  N.C.,  VOR;  Deep  Creek  INT,  Va.; 
*2,000.  *1,100— MOCA. 

Section  95.6198  VOR  Federal  airway 
198  is  amended  to  delete: 

Ft.  Stockton,  Tex.,  VOR;  Rocksprings,  Tex., 
VOR;  *7,000.  *4,700— MOCA. 

Rocksprings,  Tex.,  VOR;  Haby  INT,  Tex.; 

*5,000.  *3,800— MOCA. 

Haby  INT,  Tex.;  Himt  INT,  Tex.;  *5,000. 
*3,400— MOCA. 

Hunt  INT,  Tex.;  *Comfort  INT,  Tex.;  **7,500. 
*7,500— MCA.  Comfort  INT,  Westbound. 
*4,000— MRA.  **3,400— MOCA. 

Section  95.6198  VOR  Federal  airway 
1981s  amended  by  adding : 

Fort  Stockton,  Tex.,  VOR;  *Ozona  INT.  Tex.; 

**7,000.  *7,000— MRA.  **4,400— MOCA. 

Ozona  INT,  Tex.;  Junction,  Tex,  VOR; 

*6,000.  *3,900— MOCA. 

Junction.  Tex.,  VOR;  *Doss  INT,  Tex.;  3,700. 
*5,000— MRA. 

Doss  INT,  Tex.;  *Comfort  INT,  Tex.;  **4,000. 
*4,000— MRA.  **3,400— MOCA. 

Section  95.6200  VOR  Federal  airway 
200  is  amended  to  read  in  part: 

•Rough  and  Ready  INT,  Calif.;  Signal  INT, 
Calif.;  **11,000.  *8,500— MCA.  Rough  and 
Ready  INT,  eastbound.  **10,000 — ^MOCA. 
Signal  INT,  Calif.;  Reno,  Nev.,  VOR;  11,500. 

Section  95.6210  VOR  Federal  airway 
210  is  amended  by  adding: 

Harrisburg,  Pa.,  VOR;  Lancaster,  Pa.,  VOR; 
2,800. 

Lancaster.  Pa.,  VOR;  Int.  103*  M  rad.  Lan¬ 
caster  VOR,  and  152*  M  rad,  Pottstown, 
VOR;  2,800. 

Section  95.6238  VOR  Federal  airway 
238  is  amended  to  read  in  part: 

Phlllpsburg,  Pa.,  VOR;  ReedsvUle  INT.  Pa.; 
4,200. 

Reedsville  INT,  Pa.;  Harrisburg,  Pa.,  VOR; 
4,000. 
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Harrisburg,  Pa.,  VOR;  Delroy  INT,  Pa.;  3,000. 
Delroy  INT,  Pa.;  Paradise  INT,  Pa.;  2,700. 
Paradise  INT,  Pa.;  West  Chester,  Pa.,  V0E‘ 
2,500. 

West  Chester,  Pa.,  VOR;  Echelon  INT,  NJ- 

2,000. 

Section  95.6241  VOR  Federal  airway 
241  is  amended  to  read  in  part: 

Dothan,  Ala.,  VOR;  Eufaula,  Ala.,  VOR- 
*2,000.  *1,700— MOCA. 

Section  95.6243  VOR  Federal  airway 
243  is  amended  to  read  in  part: 

Bowling  Green,  Ky.,  VOR;  Apalona  INT,  Ind.; 

*3,500.  *2,500— MOCA. 

Apalona  INT,  Ind.;  *St.  Marks  INT,  Ind.; 

**2,500.  *3,000— MRA.  *  *1,800— MOCA. 

St.  Marks  INT,  Ind.;  Baden  INT,  Ind.;  *2,500, 
*1,800— MOCA. 

Baden  INT,  Ind.;  Scotland,  Ind.,  VOR;  *2300. 
*2,000— MOCA. 

Section  95.6249  VOR  Federal  airway 
249  is  amended  to  read  in  part: 

Colts  Neck,  N.J.,  VOR:  Int.  069“  M  rad.  Yard- 
ley  VOR,  and  325°  M  rad,  Colts  Neck  VOR; 
1,700. 

Int.  069*  M  rad,  Yardley  VOR,  and  325*  M  rad, 
Colts  Neck  VOR;  Int.  061*  M  rad,  Solberg 
VOR  and  181*  M  rad,  Sparta  VOR;  2,000. 
Int.  061*  M  rad.  Solberg  VOR,  and  181*  U 
rad,  Sparta  VOR;  Sparta,  N.J.,  VOR;  2,500. 

Section  95.6251  VOR  Federal  airway 
251  is  amended  to  read : 

Montebello,  Va.,  VOR;  Luray,  INT,  Va.,  5,600. 
Luray  INT,  Va.;  Front  Royal,  Va.,  VC®;  5,000. 
Front  Royal,  Va.,  VOR;  Martlnsbmg,  W.  Va., 
VOR:  3,000. 

MartlnsbTirg,  W.  Va.,  VOR;  Hanover  INT,  Pa.; 
4,000. 

Hanover  INT,  Pa.;  Lancaster,  Pa.,  VOR;  3,000. 
Lancaster,  Pa.,  VOR;  Pottstown,  Pa.,  VOR: 
2,100. 

Section  95.6254  VOR  Federal  airway 
254  is  amended  to  delete: 

Relnholds  INT,  Pa.;  Plowville  INT.  Pa.;  2200. 
Plowvllle  INT,  Pa.;  Pottstown,  Pa.,  VOR; 
2,000. 

Section  95.6254  VOR  Federal  airway 
254  is  amended  by  adding: 

Boyer  INT,  Pa.;  Pottstown,  Pa.,  VOR;  2,800. 

Section  95.6256  VOR  Federal  airway 
256  is  amended  to  delete: 

Relnholds  INT.  Pa.;  Plowvllle  INT,  Pa.;  2.200. 
Plowvllle  INT,  Pa.;  Pottstown,  Pa.,  VOB; 
2,000. 

Section  95.6256  VOR  Federal  airway 
256  is  amended  by  adding: 

Boyer  INT,  Pa.;  Pottstown,  Pa.,  VOR;  2.800. 

Section  95.6265  VOR  Federal  airway 
265  Is  amended  to  read  in  part: 
Phillpsburg,  Pa.,  VOR;  Bradford,  Pa.,  VOR: 
4,400. 

Section  95.6276  VOR  Federal  airway 
276  is  amended  to  read  in  part: 

Ravine,  Pa.,  VOR;  Bemvllle  INT,  Pa.;  4.000. 
BemvUle  INT.  Pa.;  Yardley.  Pa.,  VOR;  *4,000. 
*2,500— MOCA. 

Section  95.6287  VOR  Federal  airway 
287  is  amended  to  read  in  part: 

Portland,  Oreg.,  VOR;  *Mayfield  INT,  Wa8h4 
5,000.  *6,600— MRA. 

Mayfield  INT,  Wash.;  Olympia,  Wash.,  VOR; 
5,000. 

Section  95.6292  VOR  Federal  airway 
292  is  amended  by  adding: 
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Sparta.  N.J.,  VOB;  Spring  Valley  INT,  N.Y.; 
3.200. 

Spring  Valley  INT,  N.T.;  Carmel,  N.Y.,  VOR; 
2.600. 

Carmel.  N.Y.,  VOR;  Hartford,  Conn.,  VOR; 
2.700. 

Section  95.6314  VOR  Federal  airway 
314  is  amended  to  read  in  part: 

United  States-Canadlan  border;  MlUlnocket, 
Maine.  VOR;  •6,000.  *4,400— MOCA. 

MlUlnocket,  Maine,  VOR;  Princeton.  Maine, 
VOR;  *2,900.  *2.200— MOCA. 

Section  95.6318  VOR  Federal  airtoay 
318  is  amended  to  read  In  part : 

Border  INT,  Maine;  Houlton,  Maine,  VOR; 
•9,000.  *3,900 — MOCA. 

Section  95.6431  VOR  Federal  airway 
431  is  amended  to  delete: 

Cambridge,  N.Y.,  VOR;  Glens  Falls,  N.Y., 
VOR;  3.900. 

Section  95.6431  VOR  Federal  airway 
431  is  amended  by  adding; 

Keene.  N.H..  VOR;  Glens  Palls,  N.Y.,  VOR; 
5,900. 

Section  95.6440  VOR  Federal  airway 
440  is  amended  to  read  in  part: 

Middleton  Island,  Alaska,  VOR;  Hope  INT, 
Alaska;  8,500. 

Hope  INT,  Alaska;  *  Anchorage,  Alaska,  VOR; 
7,000.  *5,400 — MCA.  Anchorage  VOR, 

southeastbound . 

Section  95.6457  VOR  Federal  airway 
457  is  amended  to  read  in  part: 

MUlls  INT,  Mass.;  Walpole  INT,  Mass.;  *2,100. 
*1,600— MOCA. 

Walpole  INT,  Mass.;  Boston,  Mass.,  VOR; 
*2,100.  *1,800— MOCA. 

Section  95.6474  VOR  Federal  airway 
474  is  amended  to  delete : 

8t.  Thomas,  Pa.,  VOR;  York  Springs  INT, 
Pa.;  6,000. 

York  Springs  INT,  Pa.;  Lancaster,  Pa.,  VOR; 
3,000. 

Section  95.6474  VOR  Federal  airway 
474  is  amended  by  adding : 

St.  Thomas,  Pa.  VOR;  Hampton  INT,  Pa.; 
5,000. 

Hampton  INT,  Pa.;  Paradise  INT,  Pa.;  2,700. 
Paradise  INT,  Pa.;  West  Chester,  Pa.;  VOR; 
2,500. 

West  Chester,  Pa.,  VOR;  Echelon  INT,  Pa.; 

2.000. 

Section  95.6501  VOR  Federal  airway 
501  is  amended  to  read: 

Martinsburg,  W.  Va.,  VOR;  St.  Thomas,  Pa., 
VOR;  4,000. 

Section  95.6805  VOR  Federal  airway 
805  is  amended  to  read  in  part : 

Deep  Creek  INT,  Va.;  Cofleld,  N.C.,  VOR; 
*2,000.  *1,100— MOCA. 

Section  95.6810  VOR  Federal  airway 
810  is  amended  to  read  in  part : 

Ravine,  Pa.,  VOR;  BemvUle  INT,  Pa.;  4,000. 
Bernvllle  INT,  Pa.;  Yardley,  Pa.,  VOR;  *4,000. 
•2,500— MOCA. 

Section  95.6819  VOR  Federal  airway 
819  is  amended  to  read  in  part: 

Dublin,  Ga.,  VOR;  *Grove  INT,  Ga.;  **2,600. 

•3,000— MRA.  **2,000— MOCA. 

Grove  INT,  Ga.;  McDonough,  Ga.,  VOR; 
*2,500.  *2,000— MOCA. 

Section  95.6837  VOR  Federal  airway 
037  is  amended  to  read  in  part: 
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Montaiik  INT,  N.Y.;  *Watch  Hill  INT,  R.I.; 
**4,000.  *3,000— MBA.  **1,000— MOCA. 

Section  95.6843  VOR  Federal  airway 
843  is  amended  to  read  in  part : 

Scotland,  Ind.,  VOR;  Baden  INT,  Ind;  *2,500. 

•o  A 

Baden  INT,  Ind.;  *St.  Marks  INT,  Ind.; 

**2,600.  *3,000 — MRA.  **1,800— MOCA. 
St.  Marks  INT,  Ind.;  Apalona  INT,  Ind.; 

*2,600.  *1,800— MOCA. 

Apalona  INT,  Ind.;  Bowling  Green,  Ky.,  VOR; 
*3,600.  *2,600— MOCA. 

Section  95.6854  VOR  Federal  airway 
854  is  amended  to  read  in  part: 

Reno,  Nev.,  VOR:  Signal  INT,  Calif.;  11,600. 
Signal  INT,  Calif.;  Blue  Canyon  INT,  Calif.: 
*11,000.  *10,400— MOCA. 

Section  95.6861  VOR  Federal  airway 
861  is  amended  to  read  in  part: 

Poughkeepsie,  N.Y.,  VOR;  Litchfield,  INT, 
Conn.;  *3,000.  *2,600— MOCA. 

Litchfield  INT,  Conn.;  Hartford,  Conn.,  VOR; 

*3,000.  *2,300— MOCA. 

Sterling  INT,  Conn.;  Poster  INT,  R.I.;  *2,600. 
*1,900— MOCA. 

Woonsocket  INT,  R.I.;  Minis  INT,  Mass.; 

*2,100.  *1,700— MOCA. 

Minis  INT,  Mass.;  Walpole  INT,  Mass.;  *2,100. 
*1,600— MOCA. 

Walpole  INT,  Mass.;  Boston,  Mass.,  VOR; 
*2,100.  *1,800— MOCA. 

Section  95.6863  VOR  Federal  airway 
863  is  amended  to  read  in  part: 

Norwich,  Conn.,  VOR;  Sterling  INT,  Conn.; 

*2,600.  *1,800— MOCA. 

Sterling  INT,  Conn.;  Poster  INT,  R.I.;  *2,500. 
*1,900— MOCA. 

Woonsocket,  INT,  R.I.;  Minis  INT,  Mass.; 

*2,100.  *1,700— MOCA. 

Minis  INT,  Mass.;  Walpole  INT,  Mass.;  *2,100. 
*1,600— MOCA. 

Walpole  INT,  Mass.;  Boston.  Mass.,  VOR; 
•2,100.  •1,800— MOCA. 

Section  95.6875  VOR  Federal  airway 
875  is  amended  to  read  in  part : 

Woodstock  INT,  Conn.;  Eagle  INT,  Conn.; 

*3,000.  *2,300— MOCA. 

Eagle  INT,  Conn.;  Hartford,  Conn.,  VOR; 

*2,700.  *2,000— MOCA. 

Hartford,  Conn.,  VOB;  Carmel,  N.Y.,  VOR; 
2,700. 

Section  95.6880  VOR  Federal  airway 
880  is  amended  to  read  in  part: 

Pullman,  Mich.,  VOB;  *Tadpole  INT.  Mich.; 

**2,600.  *3200— MBA.  **2,000— MOCA. 

Tadpole  INT,  Mich.;  *Sturgeon  INT,  HI.; 
**2,500.  *3,000— MRA.  **2,000— MOCA. 

Section  95.6888  VOR  Federal  airway 
888  is  amended  to  read  in  part : 

Norwich,  Conn.,  VOR;  Montauk  INT,  N.Y.; 
*2,300.  *1,700— MOCA. 

From,  to,  MBA  and  MAA 

Section  95.7004  Jet  route  No.  4  is 
amended  to  read  in  part : 

Los  Angeles,  Calif.,  VORTAC;  Int.  108*  M 
rad,  Palmdale  VORTAC,  and  257*  M  rad, 
Blythe  VORTAC:  18,000;  46,000. 

Section  95.7006  Jet  route  No.  6  is 
amended  to  read  in  part : 

Int.  310*  M  rad,  Santa  Barbara  VORTAC, 
and  275*  M  rad,  Palmdale  VORTAC;  Palm¬ 
dale,  Calif.,  VORTAC;  20,000;  45,000. 

Section  95.7014  Jet  route  No.  14  is 
amended  by  adding: 
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Richmond,  Va.,  VCMl;  Int.  046*  M  rad,  Rich¬ 
mond  VOR,  and  216*  M  rad,  Yardley  VOR; 
18,000;  46,000. 

Section  95.7065  Jet  route  No.  65  is 
amended  to  read  in  part: 

Blythe,  Calif.,  VORTAC;  Int.  108*  M  rad, 
Palmdale  VORTAC,  and  257*  M  rad,  Blythe 
VORTAC:  18,000;  45,000. 

Palmdale,  Calif.,  VORTAC:  Int.  275*  M  rad, 
Palmdale  VORTAC,  and  133*  M  rad,  Bak¬ 
ersfield  VORTAC;  20,000;  45,000. 

Int.  275*  M  rad,  Palmdale  VORTAC,  and 
133*  M  rad,  Bakersfield  VORTAC;  Bakers¬ 
field,  Calif.,  VORTAC;  18,000;  45,000. 

Section  95.7082  Jet  route  No.  82  is 
amended  to  read  in  part : 

Erie,  Pa.,  VORTAC;  Albany,  N.Y.,  VORTAC: 
#21,000;  45,000.  #MEA  is  established 

with  a  gap  in  navigation  signal  coverage. 

Section  95.7084  Jet  route  No.  84  is 
amended  by  adding : 

Northbrook,  Ill.,  VORTAC:  Carleton,  Mich., 
VORTAC:  18,000;  45,000. 

Carleton,  Mich.,  VORTAC;  Slate  Run,  Pa., 
VOR;  18,000;  45,000. 

Slate  Run,  Pa.,  VOR:  Kennedy,  N.Y.,  VOR¬ 
TAC;  18,000;  45,000. 

Section  95.7084  Jet  route  No.  84  is 
amended  to  read  in  part: 

Oakland,  Calif.,  VORTAC:  Stockton,  Calif., 
VORTAC:  18,000;  45,000. 

Stockton.  Calif.,  VORTAC;  Reno,  Nev.,  VOR¬ 
TAC;  18,000;  45,000. 

Section  95.7088  Jet  route  No.  88  is 
amended  to  read  in  part: 

Santa  Barbara,  Calif.,  VORTAC;  Int.  310*  M 
rad,  Santa  Barbara  VORTAC,  and  275*  M 
rad.  Palmdale  VORTAC;  18,000;  45,000. 

Section  95.7092  Jet  route  No.  92  is 
amended  to  delete: 

Oakland,  Calif.,  VORTAC;  Stockton,  Calif., 
VORTAC:  18,000;  45,000. 

Stockton,  Calif;  VORTAC;  Coaldale,  Nev.. 
VOR;  18,000;  45,000. 

Section  95.7092  Jet  route  No.  92  is 
amended  by  adding : 

Reno,  Calif.,  VORTAC;  Coaldale.  Nev.,  VOR¬ 
TAC;  18,000;  45,000. 

Section  95.7124  Jet  route  No.  124  is 
added  to  read: 

Dillingham,  Alaska,  VOR;  Anchorage,  Alaska, 
VOR;  18,000;  45,000. 

2.  By  amending  Subpart  D  as  follows: 

§  95.8003  VOR  Federal  airway  change¬ 
over  points  airway  segment. 

Airway  segment:  From;  to —  Changeover 
points:  Distance;  from 

V-86  Is  amended  to  delete: 

Billings.  Mont.,  VORTAC;  Sheridan,  Wyo., 
VORTAC;  42;  Billings. 

V-103  is  amended  to  read  in  part : 
Greensboro.  N.C.,  VOR;  Roanoke.  Va.,  VOR; 
28;  Greensboro. 

V-176  is  amended  to  delete: 

Hamilton,  Ala.,  VOR;  Birmingham,  Ala., 
VOR;  28;  Hamilton. 

V-198  is  amended  to  delete: 

Fort  Stockton,  Tex.,  VORTAC;  Rocksprings, 
Tex.,  VOR;  66;  Fort  Stockton. 

V-238  is  amend  by  adding : 

Pbllipsburg,  Pa.,  VOR;  Harrisburg,  Pa.;  VOR; 
21;  Philipsburg. 

V-243  is  amended  by  adding: 

Bowling  Green,  Ky.,  VOR;  Scotland,  Ind., 
VOR;  60;  Bowling  Green. 

V-501  is  amended  to  delete: 
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Airway  segment:  From;  to — Changeover 
point:  Distance;  from 

St.  Thomas,  Pa.,  VOR:  PhUlpeburg,  Pa.,  VOR; 
22;  St.  Thomas. 

V-843  is  amended  by  adding: 

Scotland,  Ind.,  VOR;  Bowling  Green,  Ky., 
VOR:  63;  Scotland. 

J-21  is  amended  by  adding: 

Minneapolis,  Minn.,  VORTAC;  Duluth,  Minn., 
VORTAC;  81;  Minneapolis. 

(Secs.  307,  1110,  Federal  Aviation  Act  of  1958; 
49  D.S.C.  1348,  1510) 

Issued  in  Washington,  D.C.,  on  April 
12, 1965. 

C.  W.  Walker, 
Acting  Director. 
Flight  Standards  Service. 

[F.R.  Doc.  65-3995;  Filed,  Apr.  19,  1965; 
8:45  a.m.] 


Title  19-CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs,  De¬ 
partment  of  the  Treasury 

(TD.  56393] 

part  1 1— PACKING  AND  STAMPING; 
MARKING;  TRADEMARKS  AND 
TRADE  NAMES;  COPYRIGHTS 

PART  19— CUSTOMS  WAREHOUSES 
AND  CONTROL  OF  MERCHANDISE 
THEREIN 

PART  24 — CUSTOMS  FINANCIAL  AND 
ACCOUNTING  PROCEDURE 

Increases  in  Certain  Customs  Fees 

It  has  been  determined  that  certain 
customs  fees  are  no  longer  adequate  to 
recover  the  cost  of  services  provided. 
Since  the  services  provided  are  of  the 
type  described  in  5  U.S.C.  140  as  in¬ 
tended  by  Congress  to  be  self-sustaining 
to  the  fullest  extent  possible,  the  follow¬ 
ing  customs  fees  are  being  increased  as 
indicated: 

(1)  For  recording  a  trademark,  trade 
name,  or  copsrright,  from  $90  to  $100; 

(2)  For  establishment  of  a  customs 
bonded  warehouse,  from  $75  to  $80; 

(3)  For  annual  subscription  to  the 
“Monthly  Supplement  to  Merchant  Ves¬ 
sels  of  the  United  States"  from  $4.20 
to  $5. 

Accordingly,  the  Customs  Regulations 
are  amended  as  follows: 

§  11.15  Amended 

Section  11.15(a)  is  amended  by  sub¬ 
stituting  “$100"  for  “$90”  in  the  second 
sentence. 

§  11.16  Amended 

Section  11.16  is  amended  by  substi¬ 
tuting  “$100"  for  “$90"  in  the  second 
sentence. 

§  11.19  Amended 

Section  11.19(a)(1)  is  amended  by 
substituting  “$100"  for  “$90"  in  the  sec¬ 
ond  sentence.  Section  11.19(a)  (2)  is 
amended  by  substituting  “$100”  for  “$90” 
in  the  third  sentence. 

(R.S.  161,  as  amended,  251;  5  U.S.C.  22,  19 
U.S.C.  66) 


§  19.2  Amended 

Section  19.2(a)  is  amended  by  substi¬ 
tuting  “$80”  for  “$75”  in  the  first  sen¬ 
tence. 

(R.S.  161,  as  amended,  251,  sec.  624,  46  Stat. 
759,  5  U.S.C.  22,  19  U.S.C.  66,  1624) 

§  24.12  .Amended 

Section  24.12(a)  (1)  (i)  is  amended  by 
substituting  “$100”  for  “$90";  §  24.12 
(a)(l)(iii)  is  amended  by  substituting 
“$80”  for  “$75”;  §  24.12(a)  (4)  is  amend¬ 
ed  by  substituting  “$5.00”  for  “$4.20”. 

(R.S.  161,  as  amended,  251,  sec.  501,  65  Stat. 
290,  sec.  624,  46  Stat.  759,  5  U.S.C.  22,  140, 
19  U.S.C.  66, 1624) 

Notice  of  the  issuance  of  the  fore¬ 
going  amendments  was  published  in  the 
Federal  Register  of  February  20,  1965 
(30  F.R.  2317),  pursuant  to  section  4  of 
the  Administrative  Procedure  Act  (5 
U.S.C.  1003).  No  data,  views,  or  argu¬ 
ments  were  received  and  the  amend¬ 
ments  set  forth  above  are  hereby 
adopted. 

The  amendments  are  not  retroactive 
and  shall  be  effective  only  on  applica¬ 
tions  received  on  or  after  the  effective 
date  thereof. 

These  amendments  shall  become  effec¬ 
tive  upon  the  expiration  of  30  days  after 
the  date  of  publication  in  the  Federal 
Register. 

[seal!  Lester  D.  Johnson, 

Acting  Commissioner  of  Customs. 

Approved:  April  9,  1965. 

James  A.  Reed, 

Assistant  Secretary  of  the 
Treasury. 

IF.R.  Doc.  65-4074;  Filed,  Apr.  19,  1965; 
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Title  26-INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 
SUBCHAPTER  A — INCOME  TAX 

[T.D.  6819] 

part  1— income  TAX;  TAXABLE 
YEARS  BEGINNING  AFTER  DECEM¬ 
BER  31,  1953 

Appearances,  etc.,  With  Respect  to 
Legislation 

On  August  4,  1964,  notice  of  proposed 
rule  making  with  respect  to  the  amend¬ 
ment  of  the  Income  Tax  Regulations 
(26  CFR  Part  1)  under  section  162  of 
the  Internal  Revenue  Code  of  1954  (re¬ 
lating  to  trade  or  business  expenses)  to 
conform  the  regulations  to  changes  made 
by  section  3(a)  of  the  Revenue  Act  of 
1962  (76  Stat.  973)  was  published  in  the 
Federal  Register  (29  F.R.  11190) .  After 
consideration  of  all  such  relevant  matter 
as  was  presented  by  interested  persons 
regarding  the  rules  proposed,  the  amend¬ 
ment  of  the  regulations  as  proposed  is 
hereby  adopted,  subject  to  the  changes 
set  forth  below: 

Paiugraph  (c)  of  §  1.162-20,  as  set 
forth  in  paragraph  3  of  the  notice  of 


proposed  rule  making,  is  changed  by  re¬ 
vising  subparagraph  (1) ,  that  portion  of 
subparagraph  (2)  (i)  preceding  subdivi- 
Sion  (a)  thereof,  and  subparagraphs  (2) 
(ii)(b)  and  (3), 

[seal]  Sheldon  S.  Cohen, 

Commissioner  of  Internal  Revenue. 

Approved:  April  10, 1965. 

Stanley  S.  Surrey, 

Assistant  Secretary  of  the 
Treasury. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  162  of  the  Internal  Revenue  Code 
of  1954  to  section  3(a)  of  the  Revenue 
Act  of  1962  (76  Stat.  973),  such  regu¬ 
lations  are  amended  as  follows: 

Paragraph  1.  Section  1.162  is  amended 
by  redesignating  subsection  (e)  of  sec¬ 
tion  162  as  subsection  (f),  by  adding 
new  subsection  (e)  to  section  162,  and  by 
revising  the  historical  note.  These 
amended  and  added  provisions  read  as 
follows: 

§  1.162  Statutory  provisions;  trade  or 
business  expenses. 

Sec.  162.  Trade  or  business  expenses.  *  •  • 
(e)  Appearances,  etc.,  with  respect  to 
legislation — (1)  In  general.  The  deduction 
allowed  by  subsection  (a)  shall  include  all 
the  ordinary  and  necessary  expenses  (In¬ 
cluding,  but  not  limited  to,  traveling  ex¬ 
penses  described  In  subsection  (a)  (2)  and 
the  cost  of  preparing  testimony)  paid  or 
Incurred  during  the  taxable  year  In  carrying 
on  any  trade  or  business — 

(A)  In  direct  connection  with  appearances 
before,  submission  of  statements  to,  or  send¬ 
ing  communications  to.jthe  conunlttees,  or 
individual  members,  of  Congress  or  of  any 
legislative  body  of  a  State,  a  possession  of 
the  United  States,  or  a  political  subdivision 
of  any  of  the  foregoing  with  respect  to 
legislation  or  proposed  legislation  of  direct 
Interest  to  the  taxpayer,  or 

(B)  In  direct  connection  with  communi¬ 
cation  of  information  between  the  taxpayer 
and  an  organization  of  which  he  is  a  mem¬ 
ber  with  respect  to  legislation  or  proposed 
legislation  of  direct  interest  to  the  taxpayer 
and  to  such  organization,  and  that  portion 
of  the  dules  so  paid  or  incurred  with  respect 
to  any  organization  of  which  the  taxpayer  Is 
a  member  which  Is  attributable  to  the  ex¬ 
penses  of  the  activities  described  in  sub- 
paragraphs  (A)  and  (B)  carried  on  by  such 
organization. 

(2)  Limitation.  The  provisions  of  para¬ 
graph  ( 1 )  shall  not  be  construed  as  allowing 
the  deduction  of  any  amount  paid  or  In¬ 
curred  (whether  by  way  of  contribution, 
gift,  or  otherwise) — 

(A)  For  participation  In,  or  Intervention 
In,  any  political  campaign  on  behalf  of  any 
candidate  for  public  office,  or 

(B)  In  connection  with  any  attempt  to 
Influence  the  general  public,  or  segments 
thereof,  with  respect  to  legislative  matters, 
elections,  or  referendiuns. 

(f)  Cross  reference.  For  special  rule  re¬ 
lating  to  expenses  In  connection  with  sub¬ 
dividing  real  property  for  sale,  see  section 
1237. 

[Sec.  162  as  amended  by  sec.  5,  Technical 
Amendments  Act  1958  (72  Stat.  1608):  secs. 
7(b)  and  8,  Act  of  Sept.  14,  1960  (Public 
Law  86-779,  74  Stat.  1002,  1003);  sec.  3(a), 
Revenue  Act  1962  (76  Stat.  973)  ] 

Par.  2.  Section  1.162-15  is  amended  to 
read  as  follows: 


FEDERAL  REGISTER 


5581 


Tuesday,  April  20,  1965 


§  1.162—15  Contributions,  dues,  etc. 

(a)  Contributions  to  organizations  de¬ 
scribed  in  section  170 — (1)  In  general. 
No  deduction  is  allowable  under  section 
162(a)  for  a  contribution  or  gift  by  an 
individual  or  a  corporation  if  any  part 
thereof  is  deductible  under  section  170. 
Fbr  example.  If  a  taxpayer  makes  a 
contribution  of  $5,000  and  only  $4,000 
of  this  amount  is  deductible  imder  sec¬ 
tion  170(a)  (whether  because  of  the 
percent^e  limitation  imder  either  sec¬ 
tion  170(b)  (1)  or  (2),  the  requirement 
as  to  time  of  payment,  or  both)  no  de¬ 
duction  is  allowable  under  section  162 

(a)  for  the  remaining  $1,000. 

(2)  Scope  of  limitations.  The  limita¬ 
tions  provided  in  section  162(b)  and  this 
paragraph  apply  only  to  payments  which 
are  in  fact  contributions  or  gifts  to  or¬ 
ganizations  described  in  section  170.  For 
example,  payments  by  a  transit  company 
to  a  local  hospital  (which  is  a  charitable 
organization  within  the  meaning  of  sec¬ 
tion  170)  In  consideration  of  a  binding 
obligation  on  the  part  of  the  hospital  to 
provide  hospital  services  and  facilities  for 
the  company’s  employees  are  not  con¬ 
tributions  or  gifts  within  the  meaning  of 
section  170  and  may  be  deductible  under 
section  162(a)  if  the  requirements  of 
section  162(a)  are  otherwise  satisfied. 

(b)  Other  contributions.  Donations 
to  organizations  other  than  those  de¬ 
scribed  in  section  170  which  bear  a  di¬ 
rect  relationship  to  the  taxpayer’s  busi¬ 
ness  and  are  made  with  a  reasonable 
expectation  of  a  financial  return  com¬ 
mensurate  with  the  sunount  of  the  do¬ 
nation  may  constitute  allowable  deduc¬ 
tions  as  business  expenses,  provided  the 
donation  is  not  made  for  a  purpose  for 
which  a  deduction  is  not  allowable  by 
reason  of  the  provisions  of  paragraph 

(b) (1)  (1)  or  (c)  of  S  1.162-20.  For  ex¬ 
ample,  a  transit  company  may  donate 
a  sum  of  money  to  an  organization  (of 
a  class  not  referred  to  In  section  170) 
intending  to  hold  a  convention  in  the  city 
in  which  it  operates,  with  a  reasonable 
expectation  that  the  holding  of  such  con¬ 
vention  will  augment  its  income  through 
a  greater  number  of  people  using  its 
transportation  facilities. 

(c)  Dues.  Dues  and  other  payments 
to  an  organization,  such  as  a  labor  union 
or  a  trade  association,  which  otherwise 
meet  the  requirements  of  the  regula¬ 
tions  under  section  162,  are  deductible 
in  full.  For  limitations  on  the  deducti¬ 
bility  of  dues  and  other  pasunents,  see 
paragraph  (b)  and  (c)  of  §  1.162-20. 

(d)  Cross  reference.  For  provisions 
dealing  with  expenditures  for  institu¬ 
tional  or  “good  will’’  advertising,  see 
§  1.162-20. 

Par.  3.  There  is  inserted  inunediately 
after  S  1.162-19  the  following  new 
section: 

§  1.162—20  Expenditures  attributable  to 
lobbying,  political  campaigns,  at¬ 
tempts  to  influence  legislation,  etc., 
and  certain  advertising. 

(a)  In  general — (1)  Scope  of  section. 
This  section  contains  rules  governing  the 
deductibility  or  nondeductibility  of  ex¬ 
penditures  for  lobbying  purposes,  for  the 
promotion  or  defeat  of  legislation,  for 
political  campaign  purposes  (Including 


the  support  of  or  opposition  to  any  candi¬ 
date  for  public  office)  or  for  carrying 
on  propaganda  (including  advertising) 
related  to  any  of  the  foregoing  purposes. 
For  rules  applicable  to  such  expenditures 
in  respect  of  taxable  years  beginning  be¬ 
fore  January  1,  1963,  and  for  taxable 
years  beginning  after  December  31, 
1962,  see  paragraphs  (b)  and  (c) ,  respec¬ 
tively,  of  this  section.  ’This  section  also 
deals  with  expenditures  for  institutional 
or  “good  will”  advertising. 

(2)  Institutional  or  "good  will"  ad¬ 
vertising.  Expenditures  for  institutional 
or  “good  will”  advertising  which  keeps 
the  taxpayer’s  name  before  the  public 
are  generally  deductible  as  ordinary  and 
necessary  business  expenses  provided  the 
expenditures  are  related  to  the  patron¬ 
age  the  taxpayer  might  reasonably  ex¬ 
pect  in  the  future.  For  example,  a  de¬ 
duction  will  ordinarily  be  allowed  for  the 
cost  of  advertising  which  keeps  the  tax¬ 
payer’s  name  before  the  public  in  connec¬ 
tion  with  encouraging  contributions  to 
such  organizations  as  the  Red  Cross,  the 
purchase  of  United  States  Savings  Bonds, 
or  participation  in  similar  causes.  In 
like  fashion,  expenditures  for  advertis¬ 
ing  which  presents  views  on  economic, 
financial,  social,  or  other  subjects  of  a 
general  nature,  but  which  does  not  in¬ 
volve  any  of  the  activities  specified  In 
paragraph  (b)  or  (c)  of  this  section  for 
which  a  deduction  is  not  allowable,  are 
deductible  if  they  otherwise  meet  the  re¬ 
quirements  of  the  regulations  under  sec¬ 
tion  162. 

(b)  Taxable  years  beginning  before 
January  1.  1963 — (1)  In  general.  (1) 
For  taxable  years  beginning  before  Jan¬ 
uary  1,  1963,  expenditures  for  lobbying 
purposes,  for  the  promotion  or  defeat  of 
legislation,  for  political  campaign  pur¬ 
poses  (including  the  support  of  or  op¬ 
position  to  any  candidate  for  public 
office),  or  for  carrying  on  propaganda 
(Including  advertising)  related  to  any 
of  the  foregoing  purposes  are  not 
deductible  from  gross  income.  For  ex¬ 
ample,  the  cost  of  advertising  to  pro¬ 
mote  or  defeat  legislation  or  to  influence 
the  public  with  respect  to  the  desirabil¬ 
ity  or  undesirability  of  proposed  legisla¬ 
tion  is  not  deductible  as  a  business  ex¬ 
pense,  even  though  the  legislation  may 
directly  affect  the  taxpayer’s  business. 

(11)  If  a  substantial  part  of  the  activi¬ 
ties  of  an  organization,  such  as  a  labor 
union  or  a  trade  association,  consists  of 
one  or  more  of  the  activities  specified 
in  the  first  sentence  of  this  subpara¬ 
graph,  deduction  will  be  allowed  only  for 
such  portion  of  the  dues  or  other  pay¬ 
ments  to  the  organization  as  the  tax¬ 
payer  ca^  clearly  establish  is  attributa¬ 
ble  to  activities  other  than  those  so 
specified.  The  determination  of  whether 
such  specified  activities  constitute  a  sub¬ 
stantial  part  of  an  organization’s  activ¬ 
ities  shall  be  based  on  all  the  facts  and 
circumstances.  In  no  event  shall  spe¬ 
cial  assessments  or  similar  payments 
(including  an  increase  in  dues)  made  to 
any  organization  for  any  of  such  speci¬ 
fied  purposes  be  deductible.  For  other 
provisions  relating  to  the  deductibility 
of  dues  and  other  payments  to  an  orga¬ 
nization,  such  as  a  labor  union  or  a  trade 
association,  see  paragraph  (c)  of 
§  1.162-15. 


(2)  Expenditures  for  promotion  or 
defeat  of  legislation.  For  purposes  of 
this  paragraph,  expenditures  for  the 
promotion  or  the  defeat  of  legislation 
Include,  but  shall  not  be  limited  to,  ex¬ 
penditures  for  the  purpose  of  attempting 
ti^“ 

(1)  Infiuence  members  of  a  legislative 
body  directly,  or  indirectly  by  urging  or 
encouraging  the  public  to  contact  such 
members  for  the  purpose  of  proposing, 
supporting,  or  opposing  legislation,  or 

(11)  Infiuence  the  public  to  approve  or 
reject  a  measure  in  a  referendum,  initia¬ 
tive,  vote  on  a  constitutional  amend¬ 
ment,  or  similar  procedure. 

(c)  Taxable  years  beginning  after  De¬ 
cember  31,  1962 — (1)  In  general.  For 
taxable  years  beginning  after  December 
31,  1962,  certain  types  of  expenses  in¬ 
curred  with  respect  to  legislative  matters 
are  deductible  under  section  162(a)  if 
they  otherwise  meet  the  requirements  of 
the  regulations  under  section  162.  ’These 
deductible  expenses  are  described  in 
subparagraph  (2)  of  this  paragraph. 
All  other  expenditures  for  lobbying  pur¬ 
poses,  for  Uie  promotion  or  defeat  of 
legislation  (see  paragraph  (b)  (2)  of  this 
section) ,  for  political  campaign  purposes 
(including  the  support  of  or  opposition 
to  any  candidate  for  public  office),  or 
for  carrying  on  propaganda  (Including 
advertising)  relating  to  any  of  the  fore¬ 
going  purposes  are  not  deductible  from 
gross  income  for  such  taxable  years. 

(2)  Appearances,  etc.,  with  respect  to 
legislation — (1)  General  rule.  Pursuant 
to  the  provisions  of  section  162(e),  ex¬ 
penses  incurred  with  respect  to  le^la- 
tive  matters  which  may  be  deductible 
are  those  ordinary  and  necessary  ex¬ 
penses  (including,  but  not  limited  to, 
traveling  expenses  described  in  section 
162(a)(2)  and  the  cost  of  preparing 
testimony)  paid  or  Incurred  by  the  tax¬ 
payer  during  a  taxable  year  beginning 
after  December  31,  1962,  in  carrying  on 
any  trade  or  business  which  are  in  direct 
connection  with — 

(a)  Appearances  before,  submission  of 
statements  to,  or  sending  communica¬ 
tions  to,  the  committees,  or  individual 
members  of  Congress  or  of  any  legisla¬ 
tive  body  of  a  State,  a  possession  of  the 
United  States,  or  a  political  subdivision 
of  any  of  the  foregoing  with  respect  to 
legislation  or  proposed  legislation  of  di¬ 
rect  interest  to  the  taxpayer,  or 

(b)  Communication  of  information  be¬ 
tween  the  taxpayer  and  an  organization 
of  which  he  is  a  member  with  respect  to 
legislation  or  proposed  legislation  of  di¬ 
rect  interest  to  the  taxpayer  and  to  such 
organization. 

For  provisions  relating  to  dues  paid  or 
incurred  with  respect  to  an  organization 
of  which  the  taxpayer  is  a  member,  see 
subparagraph  (3)  of  this  paragraph. 

(il)  Legislation  or  proposed  legislation 
of  direct  interest  to  the  taxpayer — (a) 
Legislation  or  proposed  legislation.  The 
term  “legislation  or  proposed  legislation” 
Includes  bills  and  resolutions  introduced 
by  a  member  of  Congress  or  other  legis¬ 
lative  body  referred  to  in  subdivision  (i) 
(a)  of  this  subparagraph  for  considera¬ 
tion  by  such  bo^  as  well  as  oral  or  writ¬ 
ten  proposals  for  legislative  action  sub- 
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mitted  to  the  legislative  body  or  to  a 
committee  or  member  of  such  body. 

(b)  Direct  interest — (/)  In  general. 
(t)  Legislation  or  proposed  legislation  is 
of  direct  interest  to  a  taxpayer  if  the 
legislation  or  proposed  legislation  is  of 
such  a  nature  that  it  will,  or  may  reason¬ 
ably  be  expected  to,  affect  the  trade  or 
business  of  the  taxpayer.  It  is  imma¬ 
terial  whether  the  effect,  or  expected  ef¬ 
fect,  on  the  trade  or  business  will  be 
beneficial  or  detrimental  to  the  trade  or 
business  or  whether  it  will  be  imme¬ 
diate.  If  legislation  or  proposed  legisla¬ 
tion  has  such  a  relationship  to  a  trade 
or  business  that  the  expenses  of  any  ap¬ 
pearance  or  communication  in  connec¬ 
tion  with  the  legislation  meets  the  ordi¬ 
nary  and  necessary  test  of  section  162(a) , 
then  such  legislation  ordinarily  meets  the 
direct  interest  test  of  section  162(e). 
However,  if  the  nature  of  the  legislation 
or  proposed  legislation  is  such  that  the 
likelihood  of  its  having  an  effect  on  the 
trade  or  business  of  the  taxpayer  is  re¬ 
mote  or  speculative,  the  legislation  or 
proposed  legislation  is  not  of  direct  in¬ 
terest  to  the  taxpayer.  Legislation  or 
proposed  legislation  which  will  not  affect 
the  trade  or  business  of  the  taxpayer  is 
not  of  direct  interest  to  the  taxpayer 
even  though  such  legislation  will  affect 
the  personal,  living,  or  family  activities 
or  expenses  of  the  taxpayer.  Legisla¬ 
tion  or  proposed  legislation  is  not  of 
direct  interest  to  a  taxpayer  merely  be¬ 
cause  it  may  affect  business  in  general; 
however,  if  the  legislation  or  proposed 
legislation  will,  or  may  reasonably  be 
expected  to,  affect  the  taxpayer’s  trade 
or  business  it  will  be  of  direct  interest 
to  the  taxpayer  even  though  it  also  will 
affect  the  trade  or  business  of  the  other 
taxpayers  or  business  in  general.  To 
meet  the  direct  interest  test,  it  is  not  nec¬ 
essary  that  all  provisions  of  the  legisla¬ 
tion  or  proposed  legislation  have  an  ef¬ 
fect  or  expected  effect,  on  the  taxpayer’s 
trade  or  business.  The  test  will  be  met 
if  one  of  the  provisions  of  the  legisla¬ 
tion  has  the  specified  effect.  Legislation 
or  proposed  legislation  will  be  consid¬ 
ered  to  be  of  direct  interest  to  a  mem¬ 
bership  organization  if  it  is  of  direct 
interest  to  the  organization,  as  such,  or 
if  it  is  of  direct  interest  to  one  or  more 
of  its  members. 

(tt)  Legislation  which  would  increase 
or  decrease  the  taxes  applicable  to  the 
trade  or  business,  increase  or  decrease 
the  operating  costs  or  earnings  of  the 
trade  or  business,  or  increase  or  decrease 
the  administrative  bxirdens  connected 
with  the  trade  or  business  meets  the  di¬ 
rect  interest  test.  Legislation  which 
would  increase  the  social  security  bene¬ 
fits  or  liberalize  the  right  to  such  benefits 
meets  the  direct  Interest  test  because 
such  changes  in  the  social  security  bene¬ 
fits  may  reasonably  be  expected  to  affect 
the  retirement  benefits  which  the  em¬ 
ployer  will  be  asked  to  provide  his  em¬ 
ployees  or  to  increase  his  taxes.  Legis¬ 
lation  which  would  impose  a  retailer’s 
sales  tax  is  of  direct  interest  to  a 
retailer  because,  although  the  tax  may 
be  passed  on  to  his  customers,  collection 
of  the  tax  will  impose  additional  burdens 
on  the  retailer,  and  because  the  increased 
cost  of  his  products  to  the  consumer  may 


reduce  the  demand  for  them.  Legisla¬ 
tion  which  would  provide  an  income  tax 
credit  or  exclusion  for  shareholders  is  of 
direct  interest  to  a  corporation,  because 
those  tax  benefits  may  increase  the 
sources  of  capital  available  to  the  cor¬ 
poration.  Legislation  which  would  fa¬ 
vorably  or  adversely  affect  the  business 
of  a  competitor  so  as  to  affect  the  tax¬ 
payer’s  competitive  position  is  of  direct 
interest  to  the  taxpayer.  Legislation 
which  would  improve  the  school  sys¬ 
tem  of  a  commurdty  is  of  direct  interest 
to  a  membership  organization  comprised 
of  employers  in  the  community  because 
the  improved  school  system  is  likely  to 
make  the  community  more  attractive  to 
prospective  employees  of  such  employ¬ 
ers.  On  the  other  hand,  proposed  legis¬ 
lation  relating  to  Presidential  succession 
in  the  event  of  the  death  of  the  President 
has  only  a  remote  and  speculative  effect 
on  any  trade  or  business  and  therefore 
does  not  meet  the  direct  interest  test. 
Similarly,  if  a  corporation  is  represented 
before  a  congressional  committee  to  op¬ 
pose  an  appropriation  bill  merely  because 
of  a  desire  to  bring  increased  (jovern- 
ment  economy  with  the  hope  that 
such  economy  will  eventually  cause  a 
reduction  in  Uie  Federal  income  tax,  the 
legislation  does  not  meet  the  direct  in¬ 
terest  test  because  any  effect  it  may  have 
upon  the  corporation’s  trade  or  business 
is  highly  speculative. 

(2)  Appearances,  etc.,  hy  expert  wiU 
nesses,  (i)  An  appearance  or  communi¬ 
cation  (of  a  type  described  in  paragraph 
(c)  (2)  (i)  (a)  of  this  section)  by  an  in¬ 
dividual  in  connection  with  legislation  or 
proposed  legislation  shall  be  considered 
to  be  with  respect  to  legislation  of  direct 
interest  to  such  individual  if  the  legisla¬ 
tion  is  in  a  field  in  which  he  specializes  as 
an  employee,  if  the  appearance  or  com¬ 
munication  is  not  on  behalf  of  his  em¬ 
ployer,  and  if  it  is  customary  for  individ¬ 
uals  in  his  type  of  employment  to  public¬ 
ly  express  their  views  in  respect  of 
matters  in  their  field  of  competence. 
Expenses  inciirred  by  such  an  individual 
in  coimection  with  such  an  appearance 
or  communication,  including  traveling 
expenses  properly  allocable  thereto,  rep¬ 
resent  ordinary  and  necessary  business 
expenses  and  are,  therefore,  deductible 
under  section  162.  For  example,  if  a 
university  professor  who  teaches  in  the 
field  of  money  and  banking  appears,  on 
his  own  behalf,  before  a  legislative  com¬ 
mittee  to  testify  on  proposed  legislation 
regarding  the  banking  system,  his  ex¬ 
penses  incurred  in  connection  with  such 
appearance  are  deductible  under  section 
162  since  imiversity  professors  custom¬ 
arily  take  an  active  part  in  the  develcv- 
ment  of  the  law  in  their  field  of  compe¬ 
tence  and  publicly  communicate  the  re¬ 
sults  of  their  work. 

(ii)  An  appearance  or  communication 
(of  a  type  described  in  paragraph 
(c)(2)(i)(a)  of  this  section)  by  an 
employee  or  self-employed  individual  in 
connection  with  legislation  or  proposed 
legislation  shall  be  considered  to  be  with 
respect  to  legislation  of  direct  interest  to 
such  person  if  the  legislation  is  in  the 
field  in  which  he  specializes  in  his  busi¬ 
ness  (or  as  an  employee)  and  if  the  ap¬ 
pearance  or  communication  is  made  pur¬ 
suant  to  an  invitation  extended  to  him 


individually  for  the  purpose  of  receiving 
his  expert  testimony.  Expenses  in¬ 
curred  by  an  employee  or  self-employed 
individual  in  connection  with  such  an 
appearance  or  communication,  including 
traveling  expenses  properly  allocable 
thereto,  represent  ordinary  and  neces¬ 
sary  business  expenses  and  are,  there¬ 
fore,  deductible  under  section  162.  For 
example,  if  a  self-employed  individual 
is  personally  invited  by  a  congressional 
committee  to  testify  on  proposed  legis¬ 
lation  in  the  field  in  which  he  specializes 
in  his  business,  his  expenses  Incurred  in 
connection  with  such  appearance  are 
deductible  under  section  162.  If  a  self- 
employed  individual  makes  an  appear¬ 
ance,  on  his  own  behalf,  before  a  legisla¬ 
tive  committee  without  having  been  ex¬ 
tended  an  invitation  his  expenses  will 
be  deductible  to  the  extent  otherwise 
provided  in  this  paragraph. 

(3)  Nominations,  etc.  A  taxpayer  does 
not  have  a  direct  interest  in  matters  such 
as  nominations,  appointments,  or  the 
operation  of  the  legislative  body. 

(iii)  Allowable  expenses.  To  be  de¬ 
ductible  imder  section  162  (a) ,  expendi¬ 
tures  which  meet  the  tests  of  deductibil¬ 
ity  under  the  provisions  of  this  paragraph 
must  also  qualify  as  ordinary  and  neces¬ 
sary  business  expenses  under  section 
162(a)  and,  in  addition,  be  in  direct  con¬ 
nection  with  the  carrying  on  of  the 
activities  specified  in  subdivision  (i)(a) 
or  (i)  (b)  of  this  subparagraph.  For 
example,  a  taxpayer  appearing  before  a 
committ^  of  the  Congress  to  present 
testimony  concerning  legislation  or  pro¬ 
posed  legislation  in  which  he  has  a  direct 
interest  may  deduct  the  ordinary  and 
necessary  expenses  directly  connected 
with  his  appearance,  such  as  traveling 
expenses  described  in  section  162(a)(2), 
and  the  cost  of  preparing  testimony. 

(3)  Deductibility  of  dues  and  other 
payments  to  an  organization.  If  a  sub¬ 
stantial  part  of  the  activities  of  an  or¬ 
ganization,  such  as  a  labor  union  or  a 
trade  association,  consists  of  one  or  more 
of  the  activities  to  which  this  paragraph 
relates  (legislative  matters,  political 
campaigns,  etc.,  exclusive  of  any  ac¬ 
tivity  constituting  an  appearance  or 
communication  with  respect  to  legisla¬ 
tion  or  proposed  legislation  of  direct  in¬ 
terest  to  the  organization  (see  subpara- 
grraph  (2)  (U)  (b)  (f)),  a  deduction  will 
be  allowed  only  for  such  portion  of  the 
dues  or  other  payments  to  the  organiza¬ 
tion  as  the  taxpayer  can  clearly  establish 
is  attributable  to  activities  to  which  this 
paragraph  does  not  relate  and  to  any 
activity  constituting  an  appearance  or 
communication  with  respect  to  legisla¬ 
tion  or  proposed  legislation  of  direct  in¬ 
terest  to  the  organization.  The  deter¬ 
mination  of  whether  a  substantial  part 
of  an  organization’s  activities  consists  of 
one  or  more  of  the  activities  to  which 
this  paragraph  relates  (exclusive  of  ap¬ 
pearances  or  communications  with 
respect  to  legislation  or  proposed  legis¬ 
lation  of  direct  interest  to  the  organiza¬ 
tion)  shall  be  based  on  all  the  facts  and 
circumstances.  In  no  event  shall  a  de¬ 
duction  be  allowed  for  that  portion  of  a 
special  assessment  or  similar  payment 
(including  an  increase  in  dues)  made  to 
any  organization  for  any  activity  to 
which  this  paragraph  relates  if  the  ac- 
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tivity  does  not  constitute  an  appearance 
or  communication  with  respect  to  legis¬ 
lation  or  proposed  legislation  of  direct 
Interest  to  the  organization.  If  an  or¬ 
ganization  pays  or  Incurs  expenses  al¬ 
locable  to  legislative  activities  which 
meet  the  tests  of  subdivisions  (i)  and  (ii) 
of  subparagraph  (2)  of  this  paragraph 
(appearances  or  communications  with 
respect  to  legislation  or  proposed  legis¬ 
lation  of  direct  interest  to  the  organiza¬ 
tion)  ,  on  behalf  of  its  members,  the  dues 
paid  by  a  taxpayer  are  deductible  to  the 
extent  used  for  such  activities.  Dues 
paid  by  a  taxpayer  will  be  considered  to 
be  used  for  such  an  activity,  and  thus 
deductible,  although  the  legislation  or 


proposed  legislation  Involved  is  not  of 
direct  interest  to  the  taxpayer,  if,  pur¬ 
suant  to  the  provisions  of  subparagraph 
(2)  (ii)  (b)  (i)  of  this  paragraph,  the 
legislation  or  proposed  legislation  is  of 
direct  interest  to  the  organization,  as 
such,  or  is  of  direct  interest  to  one  or 
more  members  of  the  organization.  For 
other  provisions  relating  to  the  deduct¬ 
ibility  of  dues  and  other  payments  to  an 
organization,  such  as  a  labor  union  or 
a  trade  association,  see  paragraph  (c)  of 
§  1.162-15. 

(4)  Limitations.  No  deduction  shall  be 
allowed  under  section  162(a)  for  any 
amount  paid  or  incmrred  (whether  by 
way  of  contribution,  gift,  or  otherwise) 


in  connection  with  any  attempt  to  in¬ 
fluence  the  general  public,  or  segments 
thereof,  with  respect  to  legislative 
matters,  elections,  or  referendums. 
For  example,  no  deduction  shall  be 
allowed  for  any  expenses  incurred  in 
connection  with  “grassroot”  campaigns 
or  any  other  attempts  to  urge  or  en¬ 
courage  the  public  to  contact  members  of 
a  legislative  body  for  the  purpose  of 
proposing,  supporting,  or  opposing 
legislation. 

(Sec.  7805  of  the  Internal  Revenue  Code  of 
1954;  68A  Stat.  917;  26  U.S.C.  7805) 

[P.R.  Doc.  65-4077;  Piled,  Apr.  19,  1966; 
8:47  a.m.] 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 
INCOME  TAXES 

Interest  on  Certain  Deferred  Payments 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sugges¬ 
tions  pertaining  thereto  which  are  sub¬ 
mitted  in  writing  in  duplicate,  to  the 
Commissioner  of  Internal  l^venue. 
Attention:  CC:  LR,  Washington,  D.C., 
20224,  within  the  period  of  30  days 
from  the  date  of  publication  of  this 
notice  in  the  Federal  Register.  Any 
person  submitting  written  comments 
or  suggestions  who  desires  an  oppor¬ 
tunity  to  comment  orally  at  a  public 
hearing  on  these  proposed  regula¬ 
tions  should  submit  his  request,  in  writ¬ 
ing,  to  the  Commissioner  within  the  30- 
day  period.  In  such  case,  a  public  hear¬ 
ing  will  be  held,  and  notice  of  the  time, 
place,  and  date  will  be  published  in  a 
subsequent  issue  of  the  Federal  Regis¬ 
ter.  The  proposed  regxUations  are  to  be 
issued  under  the  authority  contained  in 
section  7805  of  the  Internal  Revenue 
Code  of  1954  (68A  Stat.  917;  26  U.S.C. 
7805). 

[SEAL]  Sheldon  S.  Cohen, 

Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  to  the 
amendment  made  to  the  Internal  Reve¬ 
nue  Code  of  1954  by  section  224(a)  of  the 
Revenue  Act  of  1964  (78  Stat.  77),  re¬ 
lating  to  interest  on  certain  deferred 
payments,  such  regulations  are  amended 
as  follows: 

Paragraph  1.  Section  1.61-7  is 
amended  by  revising  paragraph  (a)  to 
read  as  follows: 

§  1.61—7  Interest. 

(a)  In  general.  As  a  general  rule,  in¬ 
terest  received  by  or  credited  to  the  tax¬ 
payer  constitutes  gross  income  and  is 
fully  taxable.  Interest  income  includes 
interest  on  savings  or  other  bank  de¬ 
posits;  interest  on  coupon  bonds;  interest 
on  an  open  accoimt,  a  promissory  note, 
a  mortgage,  or  a  corporate  bond  or 
debenture;  the  interest  portion  of  a  con¬ 
demnation  award;  usurious  interest  (un¬ 
less  by  State  law  it  is  automatically  con¬ 
verted  to  a  payment  on  the  principal) ; 
interest  on  legacies;  Interest  on  life 
insurance  proceeds  held  under  an  agree¬ 
ment  to  pay  interest  thereon;  and  inter¬ 
est  on  refimds  (rf  Federal  taxes.  For 
rules  determining  the  taxable  year  in 
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which  interest,  including  interest  ac¬ 
crued  or  constructively  received,  is  in¬ 
cluded  in  gross  income,  see  section  451 
and  the  regulations  thereunder.  For  the 
inclusion  of  interest  in  income  for  the 
purpose  of  the  retirement  income  credit, 
see  section  37  and  the  regulations  there¬ 
under,  For  credit  of  tax  withheld  at 
source  on  interest  on  tax-free  covenant 
bonds,  see  section  32  and  the  regulations 
thereunder.  For  rules  relating  to  inter¬ 
est  on  certain  deferred  payments,  see 
section  483  and  the  regulations  there¬ 
under. 

Par.  2.  Section  1.453-1  is  amended  by 
revising  paragraph  (b)  to  read  as  fol¬ 
lows; 

§  1.453—1  Installment  method  of  re¬ 
porting  income. 

«  •  *  *  • 

(b)  Income  to  be  reported.  (1)  Per¬ 
sons  permitted  to  use  the  installment 
method  of  accounting  prescribed  in  sec¬ 
tion  453  may  return  as  income  from  in¬ 
stallment  sales  in  any  taxable  year  that 
proportion  of  the  installment  pa3unents 
actually  received  in  that  year  which  the 
gross  profit  realized  or  to  be  realized 
when  the  property  is  paid  for  bears  to 
the  total  contract  price.  In  the  case  of 
dealers  in  personal  property,  for  this  pur¬ 
pose,  gross  profit  means  sales  less  cost 
of  goods  sold.  See  §  1.453-2  for  rules  ap¬ 
plicable  to  the  computation  of  income  of 
dealers  in  personal  property  reporting  on 
the  installment  method.  In  the  case  of 
sales  of  real  estate  and  casual  sales  of 
personal  property,  gross  profit  means  the 
selling  price  less  the  adjusted  basis  as  de¬ 
fined  in  section  1011  and  the  regulations 
thereunder.  Gross  profit,  in  the  case  of  a 
sale  of  real  estate  by  a  person  other  than 
a  dealer  and  a  casual  sale  of  personal 
property,  is  reduced  by  commissions  and 
other  selling  expenses  for  purposes  of  de¬ 
termining  the  proportion  of  installment 
pa3mients  returnable  as  income.  For 
rules  applicable  in  determining  “selling 
price”  and  the  use  of  certain  other  terms, 
see  also  paragraph  (c)  of  §  1.453-4. 

(2)  For  purposes  of  section  453,  any 
total  unstated  interest  (as  defined  in 
section  483(b)  under  a  contract  for  the 
sale  or  exchange  of  property,  payments 
on  accoimt  of  which  are  subject  to  the 
application  of  section  483,  shall  not  be 
included  as  a  part  of  the  selling  price  or 
the  total  contract  price.  For  rules  relat¬ 
ing  to  pasonents  received  prior  to  Janu¬ 
ary  1,  1964,  see  paragraph  (a)  (2)  of 
§  1.483-2. 

Par.  3.  There  are  inserted  immedi¬ 
ately  after  §  1.482-1  the  following  new 
sections: 

§  1.483  Statutory  provisions;  interest  on 
certain  deferred  payments. 

Sec.  483.  Interest  on  certain  deferred  pay¬ 
ments — (a)  Amount  constituting  interest. 
For  piupoees  of  this  title.  In  the  case  of  any 
contract  for  the  sale  or  exchange  of  prop¬ 
erty  there  shall  be  treated  as  Interest  that 
part  of  a  payment  to  which  this  section  ap¬ 


plies  which  bears  the  same  ratio  to  the 
amount  of  such  payment  as  the  total  un¬ 
stated  interest  under  such  contract  bears  to 
the  total  of  the  payments  to  which  this  sec¬ 
tion  applies  which  are  due  under  such 
contract. 

(b)  Total  unstated  interest.  For  purposes 
of  this  section,  the  term  “total  unstated  In¬ 
terest”  means,  with  respect  to  a  contract  for 
the  sale  or  exchange  of  propery,  an  amount 
equal  to  the  excess  of — 

(1)  The  sum  of  the  payments  to  which 

this  section  applies  which  are  due  under  the 
contract,  over  . 

(2)  The  sum  of  the  present  values  of  such 
payments  and  the  present  values  of  any  in¬ 
terest  payments  due  under  the  contract. 

For  purposes  of  paragraph  (2),  the  present 
value  of  a  payment  shall  be  determined,  as 
of  the  date  of  the  sale  or  exchange,  by  dls- 
coimtlng  such  payment  at  the  rate,  and  in 
the  manner,  provided  In  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate. 
Such  regulations  shall  provide  for  discount¬ 
ing  on  the  basis  of  6-month  brackets  and 
shall  provide  that  the  present  value  of  any 
Interest  payment  due  not  more  than  6 
months  after  the  date  of  the  sale  or  exchange 
is  an  amount  equal  to  100  percent  of  such 
payment. 

(c)  Payments  to  which  section  applies— 
(1)  In  general.  Except  as  provided  in  sub¬ 
section  (f),  this  section  shall  apply  to  any 
payment  on  account  of  the  sale  or  exchange 
of  property  which  constitutes  peu-t  or  all  of 
the  sales  price  and  which  Is  due  more  than 
6  months  after  the  date  of  such  sale  or 
exchange  under  a  contract — 

(A)  Under  which  some  or  all  of  the  pay¬ 
ments  are  due  more  than  1  year  after  the 
date  of  such  sale  or  exchange,  and 

(B)  Under  which,  using  a  rate  provided 
by  regulations  prescribed  by  the  ^cretary 
or  his  delegate  for  purposes  of  this  sub- 
paragraph,  there  is  total  unstated  Interest. 

Any  rate  prescribed  for  determining  whether 
there  is  total  unstated  interest  for  piuroses 
of  subparagraph  (B)  shall  be  at  least  one 
percentage  point  lower  than  the  rate  pre¬ 
scribed  for  purposes  of  subsection  (b)  (2) . 

(2)  Treatment  of  evidence  of  indebted¬ 
ness.  For  purposes  oS  this  section,  an  evi¬ 
dence  of  Indebtedness  of  the  purchaser 
given  in  consideration  for  the  sale  or  ex¬ 
change  of  property  shall  not  be  considered 
a  payment,  and  any  payment  due  under  such 
evidence  of  Indebtedness  shall  be  treated  as 
due  under  the  contract  for  the  sale  or 
exchange. 

(d)  Payments  that  are  indefinite  as  to 
time,  liability,  or  amount.  In  the  case  of  a 
contract  for  the  sale  or  exchange  of  prop¬ 
erty  under  which  the  liability  for,  or  the 
amount  or  due  date  of,  any  portion  of  a 
payment  caimot  be  determined  at  the  time 
of  the  sale  or  exchange,  this  section  shall 
be  separately  applied  to  such  portion  as  if 
it  (and  any  amount  of  interest  attributable 
to  such  portion)  were  the  only  payments  due 
under  the  contract;  and  such  determinations 
of  liability,  amount,  and  due  date  shall  be 
made  at  the  time  payment  of  such  portion 
is  made. 

(e)  Change  in  terms  of  contract.  If  the 
liability  for,  or  the  amount  or  due  date  of, 
any  pajrment  (including  interest)  under  a 
contract  for  the  sale  or  exchange  of  property 
is  changed,  the  “total  unstated  interest” 
under  the  contract  shall  be  recomputed  and 
allocated  (with  adjustment  for  prior  interest 
(including  unstated  interest  payments) )  un¬ 
der  regulations  prescribed  by  the  Secretary 
or  his  delegate. 
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(f)  Exceptions  and  limitations — (1)  Sales 
price  0/  $3,000  or  less.  This,  section  shall 
not  siH>ly  to  any  payment  on  account  of  the 
sale  or  exchange  of  property  If  It  can  be  de¬ 
termined  at  the  time  of  such  sale  or  exchange 
that  the  sales  price  cannot  exceed  $3,000. 

(2)  Carrying  charges.  In  the  case  of  the 
purchaser,  the  tax  treatment  ‘  of  amounts 
paid  on  account  of  the  sale  or  exchange  of 
property  shall  be  made  without  regard  to 
this  section  If  any  such  amounts  are  treated 
under  section  163(b)  as  If  they  Included 
Interest. 

(3)  Treatment  of  seller.  In  the  case  of 
the  seller,  the  tax  treatment  of  any  amounts 
received  on  account  of  the  sale  or  exchange 
of  prop>erty  shall  be  made  without  regard  to 
this  section  If  no  part  of  any  gain  on  such 
sale  or  exchange  would  be  considered  as 
gain  from  the  sale  or  exchange  of  a  capital 
asset  or  property  described  in  section  1231. 

(4)  Sales  or  exchanges  of  patents.  This 
section  shall  not  apply  to  any  payments 
made  pursuant  to  a  transfer  described  in 
section  1235(a)  (relating  to  sale  or  exchanges 
of  patents) . 

(5)  Annuities.  This  section  shall  not  ap¬ 
ply  to  any  amount  the  liability  for  which 
depends  in  whole  or  in  part  on  the  life 
expectancy  of  one  or  more  individuals  and 
which  constitutes  an  amount  received  as  an 
annuity  to  which  section  72  applies. 

|Sec.  483  as  added  by  sec.  224(a),  Rev.  Act. 
1964  (78  Stat.  77)  ] 

§  1.483—1  Computation  of  interest  on 
certain  deferred  payments. 

(a)  Computation  of  amount  constitut¬ 
ing  interest — (1)  General  rule.  For  all 
purposes  of  the  Internal  Revenue  Code, 
in  the  case  of  any  contract  for  the  sale 
or  exchange  of  property,  there  shall  be 
treated  as  interest  that  part  of  a  payment 
to  which  section  483  applies  (see  para¬ 
graph  (b)  of  this  section)  which  bears 
the  same  ratio  to  the  amount  of  such 
payment  as  the  total  unstated  interest 
(as  defined  in  paragraph  (c)  of  this  sec¬ 
tion)  under  such  contract  bears  to  the 
total  of  the  payments  to  which  section 
483  applies  which  are  due  imder  such 
contract.  Thus,  the  amount  to  be 
treated  as  interest  under  section  483  is 
determined  by  multiplying  each  paiunent 
to  which  such  section  applies  by  a  frac¬ 
tion,  the  numerator  of  which  is  the  total 
unstated  interest  imder  the  contract,  and 
the  denominator  of  which  is  the  total  of 
all  the  payments  to  which  section  483  ap¬ 
plies  which  are  due  under  such  contract. 
The  effect  of  this  ratio  is  to  allocate  the 
total  unstated  Interest  on  a  pro  rata 
basis  among  the  total  payments  to  which 
section  483  applies.  Accordingly,  the 
total  amount  to  be  treated  as  interest  for 
a  taxable  year  with  respect  to  a  contract 
under  which  there  are  payments  which 
include  unstated  interest  is  an  amount 
equal  to  the  unstated  interest  allocated 
to  the  payments  under  the  contract  for 
such  year  plus  any  stated  Interest  re¬ 
portable  under  the  contract  for  such 
year,  see  paragraph  (b)  (2)  of  this  sec¬ 
tion  for  rules  relating  to  allocation  of 
contract  price,  pasments,  and  stated 
interest:  paragraph  (e)  of  this  section 
for  rules  relating  to  indefinite  pa3mients; 
paragraph  (f)  of  this  section  for  rules 
relating  to  changes  in  terms  of  contract; 
and  paragraph  (b)  of  §  1.483-2  for  ex¬ 
ceptions  and  limitations  to  the  applica¬ 
tion  of  section  483. 
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(2)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 


Example  (1).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  Is  to  make  three  payments 
of  $2,000  each,  such  payments  being  due, 
respectively,  at  the  end  of  each  year  for  the 
next  3  years.  No  Interest  Is  provided  for  In 
the  contract.  Assume  that  section  483  ap¬ 
plies  to  each  of  the  payments,  and  that  the 
total  unstated  interest  under  the  contract  Is 
$559.88.  The  portion  of  each  $2,000  payment 
which  is  treated  as  Interest  Is  $186.63 


/  $559.88  \ 

I  $2,000 X - )• 

V  $6000.00/ 


Example  (2).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
pro'^ldes  that  B  Is  to  make  payments  of  $4,000, 
$3,000,  and  $2,000,  such  payments  being  due, 
respectively,  at  the  end  of  each  year  for  the 
next  3  years.  No  Interest  Is  provided  for  In 
the  contract.  Assume  that  section  483  ap¬ 
plies  to  each  of  the  payments,  and  that  the 
total  unstated  Interest  under  the  contract  Is 
$760.31.  The  portion  of  the  $4,000  payment 
which  is  treated  as  Interest  Is  $333.47 
$750.31 


^$4,( 


,000X  ■ 


0. 


$9000.00 

the  portion  of  the  $3,000  payment  which  Is 
treated  as  Interest  Is  $250.10 
$750.30  . 

and  the  portion  of 


0- 


(  $3,000x-,,^,^ 

\  $9000.00 

the  $2,000  payment  which  Is  treated  as  In- 

($750.31  \ 

Example  (3).  On  December  31,  1963,  A 
sells  property  to  B  imder  a  contract  which 
provides  that  B  is  to  make  payments  of  $2,040 
($2,000  sales  price  plus  $40  interest),  $2,080 
($2,000  sales  price  plus  $80  Interest),  and 
$2,120  ($2,000  sales  price  plus  $120  interest), 
such  painnents  being  due,  respectively,  1,  2, 
and  3  years  from  the  date  of  sale.  Assume 
that  both  A  and  B  are  calendar  year  tax¬ 
payers,  that  section  483  applies  to  each  of 
the  payments,  and  that  the  total  unstated 
interest  under  the  contract  is  $345.85.  The 
portion  of  each  $2,000  payment  (sales  price) 
which  is  treated  as  Interest  is  $115.28 
$6,000.00  \ 

(«■'>“=<  MiSlS-)- 

Thus,  for  1964,  the  total  amount  to  be 
treated  as  Interest  by  A  and  B  with  respect 
to  the  contract  is  $155.28  ($115.28  unstated 
Interest  plus  $40  stated  Interest),  for  1965 
Such  total  amount  is  $195.28  ($115.28  un¬ 
stated  Interest  plus  $80  stated  interest), 
and  for  1966  such  total  amount  is  $235.28 
($115.28  unstated  Interest  plus  $120  stated 
Interest) . 


(b)  Payments  to  iDhich  section  483 
applies — (1)  In  general.  Except  as  pro¬ 
vided  in  subparagraph  (4)  of  this  para¬ 
graph,  section  483  applies  to  any  payment 
made  after  December  31, 1963,  on  account 
of  the  sale  or  exchange  of  property  occur¬ 
ring  after  June  30,  1963,  which  payment 
constitutes  part  or  all  of  the  sales  price 
and  which  is  due  more  than  6  months 
after  the  date  of  such  sale  or  exchange 
under  a  contract — 

(i)  Under  which  one  or  more  of  the 
payments  are  due  more  than  1  year  after 
the  date  of  such  sale  or  exchange,  and 

(ii)  Under  which  there  is  “total  un¬ 
stated  interest”  (within  the  meaning  of 
paragraph  (d)  of  this  section) . 

For  purposes  of  the  preceding  sentence, 
the  term  “sales  price”  does  not  include 
any  interest  payments  provided  for  in 
the  contract.  The  term  “sale  or  ex¬ 
change”  includes  any  transaction  treated 
as  a  sale  or  exchange  for  purposes  of 


the  Code.  For  purposes  of  section  483, 
a  payment  may  be  made  in  cash,  stock 
or  securities,  or  other  property  (except 
as  provided  in  subparagraph  (5)  of  this 
paragraph) .  Section  483  does  not  apply 
to  any  deferred  payments  under  a  con¬ 
tract  under  which  all  of  the  payments  are 
due  no  more  than  1  year  after  the  date 
of  the  sale  or  exchange.  For  special  rules 
relating  to  the  time  a  sale  or  exchange 
takes  place  in  the  case  of  a  disposal  of 
timber,  coal,  or  domestic  iron  ore,  which 
qualifies  under  section  631  (relating  to 
gain  or  loss  in  the  case  of  timber,  coal, 
or  domestic  iron  ore),  see  that  section 
and  the  regulations  thereunder.  See 
paragraph  (e)  of  this  section  for  special 
rules  relating  to  indefinite  payments,  and 
paragraph  (f)  of  this  section  for  rules 
relating  to  the  effect  of  a  late  payment 
on  the  determination  of  the  due  date  of 
such  payment.  Section  483  may  apply 
whether  the  contract  providing  for  de¬ 
ferred  payments  is  expressed  (whether 
written  or  oral)  or  implied.  In  general, 
for  purposes  of  section  483,  all  sales  or 
exchanges  involving  deferred  payments 
are  considered  as  made  under  a  contract. 

(2)  Allocation  of  contract  price,  pay¬ 
ments.  and  stated  interest.  If  payments 
are  due  under  a  contract  both  for  the  sale 
or  exchange  of  property  to  which  section 
483  applies  (for  example,  capital  assets) 
and  for  either  the  sale  or  exchange  of 
property  to  which  such  section  does  not 
apply  (for  example,  the  transfer  of  pat¬ 
ents  described  in  section  1235(a) )  or 
services  rendered  or  to  be  rendered,  the  - 
parties  to  the  contract  may  agree  at  the 
time  of  the  sale  or  exchange  on  a  reason¬ 
able  determination  of  the  portion  of  the 
contract  price  and  the  stated  interest  (if 
any),  and  of  each  payment  due  under 
the  contract,  which  is  allocable  to  each 
such  type  of  property  and  to  services. 
However,  if  the  parties  do  not  so  agree 
on  a  reasonable  determination  of  the 
allocation  of  the  contract  price,  or  the 
stated  Interest  (if  any) ,  or  each  paymeiit 
due  under  the  contract,  the  district  di¬ 
rector  shall  make  such  reasonable  de¬ 
termination. 

(3)  Effect  of  other  provisions  of  law. 
If  there  is  total  unstated  interest  under 
a  contract,  a  portion  of  each  pasrment  to 
which  section  483  applies  shall  be 
treated  as  interest  to  the  extent  provided 
in  such  section,  notwithstanding  that 
some  other  provision  of  law  (for  exam¬ 
ple,  section  1245,  relating  to  gain  from 
dispositions  of  certain  depreciable  prop¬ 
erty)  would,  without  regard  to  section 
483,  treat  a  portion  of  the  payment  as 
ordinary  income  or  in  some  other  man¬ 
ner.  In  such  a  case,  section  483  shall 
apply  first  and  the  other  provision  of 
law  shall  apply  only  to  the  remainder 
of  the  payment  not  treated  as  interest 
under  section  483.  For  example,  if  a 
portion  of  a  payment  is  treated  as  inter¬ 
est  under  section  483  and  such  portion 
would  otherwise  be  treated  as  gain  from 
the  sale  or  exchange  of  property  which 
is  not  a  capital  asset  under  section  1232 
(relating  to  bonds  and  other  evidences  of 
indebtedness),  section  483  shall  apply 
first  and  section  1232  shall  apply  only 
to  the  remainder  of  the  pasnnent  after 
the  interest  portion  has  been  determined. 
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In  such  case,  in  order  to  avoid  a  double 
inclusion  in  income,  for  purposes  of  sec¬ 
tion  1232(b)  the  “stated  redemption 
price  at  maturity”  shall  be  reduced  by 
any  amount  treated  as  interest  under 
section  483. 

(4)  Effective  date.  Section  483  does 
not  apply  to  any  payments  on  account 
of  a  sale  or  exchange  made  pursuant  to 
a  binding  written  contract  (including 
an  irrevocable  written  option)  entered 
into  before  July  1,  1963.  For  purposes 
of  the  preceding  sentence,  a  restricted 
stock  option  (as  defined  in  section  424 
(b) )  shall  be  considered  as  irrevocable. 
For  purposes  of  this  subparagraph,  if, 
after  June  30, 1963,  there  is  a  substantial 
change  in  the  terms  of  a  contract  or 
option  referred  to  in  the  first  sentence  of 
tUs  subparagraph,  then  any  payments 
made  pursuant  to  such  changed  con¬ 
tract  or  cation  shall  not  be  considered 
as  pasrments  on  account  of  a  sale  or  ex¬ 
change  made  pursuant  to  a  contract  or 
option  entered  into  before  July  1,  1963. 
For  example,  a  pa3anent  made  after  De¬ 
cember  31, 1963,  pursuant  to  a  “buy-sell” 
agreement  entered  into  before  July  1, 
1963,  between  shareholders,  is  not  sub¬ 
ject  to  section  483  unless  suclragreement 
is  substantially  changed  after  June  30, 
1963.  For  purposes  of  this  subpara¬ 
graph,  a  mere  prepayment  or  early  pay¬ 
ment  of  part  or  all  of  the  sales  price  or 
stated  interest,  or  a  change  in  the  sales 
price  arising  from  an  independent  ap¬ 
praisal  or  a  mechanical  formula,  if  such 
appraisal  or  formula  is  specified  in  the 
contract,  or  the  mere  transfer  of  the 
obligation  to  make  or  of  the  right  to 
receive  deferred  payments  under  a  con¬ 
tract,  is  not  considered  a  substantial 
change  in  the  terms  of  the  contract. 
Furthermore,  a  late  payment  of  part  or 
all  of  the  sales  price  or  stated  interest 
shall  not  be  -considered  a  substantial 
change  in  the  terms  of  the  contract  if 
such  payment  is  made  no  later  than  90 
days  after  the  date  the  payment  was  due 
under  the  contract,  or,  if  the  pasrment  is 
made  after  such  90-day  period,  any  ad¬ 
ditional  interest  provided  for  under  the 
terms  of  the  contract  or  under  local  law 
is  collected. 

(5)  Evidence  of  indebtedness.  For 
purposes  of  section  483,  an  evidence  of 
indebtedness  (whether  or  not  negotiable 
and  whether  or  not  includible  in  gross 
income)  of  the  purchaser  given  in  con¬ 
sideration  for  the  sale  or  exchange  of 
property  is  not  a  pajmient,  and  any  pay¬ 
ment  due  under  such  evidence  of  in¬ 
debtedness  shall  be  treated  as  due  under 
the  contract  for  the  sale  or  exchange. 

(6)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  pay  43,000  on  the  date 
of  sale,  $1,000  on  June  1,  1964,  and  $1,000  on 
December  26,  1964.  No  Interest  is  provided 
for  in  the  contract.  Since  none  of  the  pay¬ 
ments  under  the  contract  is  due  more  than 
1  year  after  the  date  of  the  sale,  section  483 
does  not  apply  to  any  of  the  payments  due 
under  the  contract. 

Example  (2).  The  facts  are  the  same  as 
in  example  (1),  except  that  there  is  an  ad¬ 
ditional  $1,000  payment  due  on  June  1, 
1965.  Since,  under  the  contract,  there  is  at 


least  one  payment  due  more  than  1  year  after 
the  date  of  the  sale,  section  483  applies  to 
any  definite  payment  under  the  contract 
which  is  due  more  than  6  months  after  the 
date  of  the  sale.  Thus,  section  483  applies 
to  the  $1,000  pa3unents  due  on  December  26, 
1964,  and  on  June  1, 1965. 

Example  (J).  On  December  31,  1963,  A 
sells  property  to  which  section  483  applies 
and  renders  services  to  B  under  a  contract 
which  provides  that  B  is  to  pay  $10,000  on  the 
date  of  sale,  $5,0<X)  on  December  31, 1964,  and 
$5,000  on  December  31,  1965.  No  interest  is 
provided  for  in  the  contract.  Assume  that 
the  parties  make  no  allocation  of  the  con¬ 
tract  price  between  property  and  services  but 
that  a  reasonable  allocation  of  the  $20,000 
total  contract  price  and  of  each  $5,000  pay¬ 
ment  is  75  percent  for  the  sale  of  the  property 
and  25  percent  for  the  services  rendered. 
The  district  director  may  allocate  the  con¬ 
tract  price  and  each  payment  in  those  pro¬ 
portions  and  section  483  would  then  apply 
to  75  percent  of  each  $5,000  payment  ($3,750) 
since  this  is  the  portion  that  was  allocated 
to  the  sale  of  the  property. 

Example  (4).  On  December  31,  1963,  M 
Corporation  redeems  500  shares  of  its  stock 
from  A,  one  of  its  shareholders.  M  pays  A 
$10,000  on  the  date  of  redemption  and  gives 
A  a  non-interest  bearing  promissory  note 
which  provides  that  M  is  to  pay  A  $2,000  at 
the  end  of  each  of  the  next  5  years,  lotion 
483  applies  to  each  of  the  $2,000  pa3rments. 

Example  (5).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  pay  A  $10,000  on  the 
date  of  sale  and  transfer  to  A  a  total  of 
4,000  shares  of  X  Corporation  stock  owned 
by  B,  2,000  of  such  shares  being  due  on 
June  30,  1965,  and  2,000  shares  on  June  30, 
1966.  No  Interest  is  provided  for  in  the  con¬ 
tract.  Section  483  applies  to  each  of  the 
transfers  of  X  stock  to  A.  See  paragraph 
(e)  of  this  section  for  special  rules  relating 
to  indefinite  payments. 

Example  (6).  On  December  31,  1963,  M 
Corporation  sells  500  shares  of  its  stock  to 
A,  one  of  its  employees,  for  a  lump-sum  pay¬ 
ment  of  $10,000.  At  the  same  time,  A  borrows 
$10,000  from  M  Corporation  and  gives  M  a 
non-interest  berrlng  promissory  note  which 
provides  that  A  is  to  pay  M  $2,000  at  the 
end  of  each  of  the  next  5  years.  Section  483 
applies  to  any  payments  made  by  A  under 
the  promissory  note  in  the  same  manner  as 
if  such  payments  were  being  made  under  a 
deferred-payment  contract  for  the  sale  or 
exchange  of  the  stock. 

(c)  Total  unstated  interest — (1)  In 
general.  For  purposes  of  paragraph  (a) 
of  this  section  (that  is,  for  purposes  of 
determining  the  portion  of  a  payment  to 
which  section  483  applies  which  is  to  be 
treated  as  interest) ,  the  term  “total  un¬ 
stated  interest”  means,  with  respect  to 
a  contract  for  the  sale  or  exchange  of 
property,  an  amount  equal  to  the  excess 
of — 

(1)  The  sum  of  the  payments  to  which 
section  483  applies  which  are  due  imder 
the  contract  (within  the  meaning  of 
paragraph  (b)  of  this  section),  over 

(ii)  The  sum  of  the  present  values  of 
such  payments  and  the  present  values 
of  any  stated  interest  payments  due  un¬ 
der  the  contract. 

(2)  Present  value  of  a  payment.  The 
present  value  of  any  interest  payment 
due  imder  the  contract  not  more  than  6 
months  after  the  date  of  the  sale  or  ex¬ 
change  is  an  amount  equal  to  100  iier- 
cent  of  such  payment.  The  present  talue 
of  any  other  interest  pa3mient,  and  of 
any  pa3nnent  to  which  section  483  fm- 
plies,  which  is  due  under  the  contract 


shall  be  determined  by  discounting  such 
payment  at  an  interest  rate  of  5  percent 
per  annum  compounded  semiannually, 
from  the  nearest  date  (to  the  date  such 
payment  is  actually  due  imder  the  con¬ 
tract)  which  marks  a  6-month  interval 
from  the  date  of  the  sale  or  exchange. 
For  purposes  of  computing  the  present 
value  of  a  payment  at  such  rate  and  in 
such  manner,  column  (b)  of  the  appro¬ 
priate  table  set  forth  in  paragraph  (g) 
of  this  section  shall  be  used. 

(3)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the 
following  examples : 

Example  (1).  On  December  81,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  Is  to  make  three  payments 
of  $2,000  each,  such  payments  being  due, 
respectively,  at  the  end  of  each  year  for  the 
next  3  years.  No  Interest  is  provided  for 
in  the  contract.  For  purposes  of  paragraph 
(a)  of  this  section,  the  total  unstated  inter¬ 
est  under  the  contract  is  $559.88,  computed 
as  follows: 


Sum  of  payments  to  which  sec. 

483  applies _ $6, 000. 00 

Less:  Present  value  of  $2,000  due 
every  12  months  for  3  years 
($2,000  x  2.72006  (factor  for  3 
years,  col.  (b) ,  Table  HI) ) _  5, 440. 13 

Total  unstated  Interest _  559.88 


Example  (2).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  two  payments  of 
$1,000  each,  payable  August  1,  1964  and 
November  1,  1964,  and  a  third  payment  of 
$2,000,  payable  March  1,  1965.  No  Interest 
is  provided  for  in  the  contract.  For  pur¬ 
poses  of  paragraph  (a)  of  this  section,  the 
total  unstated  Interest  under  the  contract 
Is  $168.96,  computed  as  follows: 

Sum  of  payments  to  which  sec.  483  applies .$4, 00(X  00 

Less: 

Present  value  of  $1,000  due  Au¬ 
gust  1, 1964  ($1,000X0.97561  (factor 
6  to  9  months,  col.  (b),  Table  1) ) . .  $975. 61 
Present  value  of  $1 ,000  due  Novem¬ 
ber  1,  1964  ($1,000X0.95181  (fac¬ 
tor  for  9  to  15  months,  ooi.  (b). 

Table  D) .  951.81 

Present  value  of  $2,000  due  March  1, 

1965  ($2,000X0.95181  (factor  for 
9 to  15 months, col.  (b), Table D).  1,903.62  3,831.04 

Total  unstated  interest .  168. 06 

Example  (3).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  payments  of 
$2,040  ($2,000  sales  price  plus  $40  interest), 
$2,080  ($2,000  sales  price  plus  $80  Interest), 
and  $2,120  ($2,000  sales  price  plus  $120  in¬ 
terest),  such  payments  being  due,  respec¬ 
tively,  1,  2,  and  3  years  from  the  date  of  sale. 
For  purposes  of  paragraph  (a)  of  this  sec¬ 
tion,  the  total  unstated  interest  under  the 
contract  is  $345.85,  computed  as  follows: 

Sum  of  payments  to  which  sec.  483  applies _ $6, 000. 00 

Less: 

Present  value  of  $2,040  due  1  year 
from  date  of  sale  ($2,040X0.95181 
(factor  for  9  to  15  months,  col. 

(b).  Table  D) . $1,941.69 

Present  value  of  $2,060  due  2  years 
from  date  of  sale  ($2,080X0.90595 
(factor  for  21  to  27  months,  col. 

(b).  Table  D) .  1,884.38 

Present  value  of  $2,120  due  3  years 
from  date  of  sale  ($2,120X0.86230 
(factor  for  33  to  39  months,  col. 

(b).  Table  D) .  1,828.08  5,654.15 

Total  unstated  interest .  345.85 

Example  (4).  The  facts  are  the  same  as 
in  example  (3),  except  that  the  first  pay¬ 
ment  of  $2,040  ($2,000  sales  price  plus  $M 
interest)  is  due  on  March  1,  1964.  Since 
this  payment  is  not  due  more  than  6  months 
after  the  date  of  the  sale,  the  $2,000  payment 
of  sales  price  is  not  a  payment  to  which  sec- 
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tion  483  applies.  For  purposes  of  paragraph 
(a)  of  this  section,  the  total  \instated  In¬ 
terest  under  the  contract  is  $247.64,  ccun-' 
puted  as  follows: 

Sum  of  payments  to  which  sec.  483  applies...  $4,000. 00 

*^^nt  value  of  $40  stated  interest 
due  March  1,  1964  ($40X1.00000 
(0  to  6  months,  col.  (b) ,  Table  I)) .  $40. 00 

Present  value  of  $2,080  due  2  years 
from  date  of  sale  ($2,080X0.90505 
(factor  for  21  to  27  months,  col. 

(b).  Table  I)) .  1,884.38 

Present  value  of  $2,120  due  8  years 
from  date  of  sale  ($2,120X0.86230 
(f^tor  (or  33  to  39  months,  col. 

(b).  Table  1)) .  1. 828. 08  3, 752. 46 

Total  unstated  interest .  247. 54 

(d)  Test  of  whether  there  is  total  un¬ 
stated  interest  under  a  contract — (1)  In 
general.  Except  as  provided  in  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph, 
for  purposes  of  determining  whether 
section  483  applies  to  payments  under  a 
contract  (that  Is,  for  purposes  of  para¬ 
graph  (b)  (1)  (ii)  of  this  section) ,  the  de¬ 
termination  of  whether  there  is  total 
unstated  interest  imder  a  contract  shall 
be  made  in  accordance  with  the  method 
for  computing  total  unstated  Interest 
provided  in  paragraph  (c)  of  this  section, 
except  that  column  (a)  of  the  appropri¬ 
ate  table  contained  in  paragraph  (g)  of 
this  section  (which  provides  for  dis¬ 
counting  payments  at  a  test  rate  of  4  per¬ 
cent  per  annum  simple  interest)  shall  be 
used  to  determine  the  present  value  of  a 
payment.  If,  after  appl3dng  the  test  rate 
provided  in  the  preceding  sentence,  there 
is  total  unstated  interest  (regardless  of 
amount)  with  respect  to  a  contract,  sec¬ 
tion  483  applies  to  the  payments  de¬ 
scribed  in  paragraph  (b)  of  this  section 
which  are  due  under  the  contract.  In 
such  case,  the  amount  of  total  luistated 
interest  under  the  contract  which  is  in¬ 
cludible  in  or  deductible  from  income 
must  be  computed  by  using  the  higher 
Interest  rate  prescribed  in  paragraph  (c) 
of  this  section,  and  then  allocating  such 
amount  among  the  payments  due  imder 
the  contract  in  the  manner  provided  in 
paragraph  (a)  of  this  section. 

(2)  Alternative  test  where  contract 
rate  is  at  least  4  percent  per  annum  sim¬ 
ple  interest.  The  method  provided  in 
subparagraph  (1)  of  this  paragraph  for 
determining  whether  there  is  total  un¬ 
stated  interest  need  not  be  used  in  the 
case  of  a  contract  which  provides  for  in¬ 
terest  at  a  rate  of  at  least  4  percent  sim¬ 
ple  interest  per  annum,  payable  annually 
or  more  often.  For  purposes  of  para¬ 
graph  (b)  (1)  (ii)  of  this  section,  there  is 
no  total  unstated  interest  under  such  a 
contract  and,  therefore,  section  483  does 
not  apply  to  payments  under  such  a  con¬ 
tract.  For  purposes  of  this  paragraph, 
simple  Interest  means  straight  interest 
computed  on  the  principal  amount  of  a 
payment  from  the  time  of  the  sale  or 
exchange  to  the  time  the  payment  is  re¬ 
quired  to  be  made.  As  an  illustration  of 
the  meaning  of  simple  interest,  if  a  con¬ 
tract  provides  for  pajfments  totaling 
$6,000  in  3  equal  installments  of  $2,000 
plus  4  percent  per  annum  simple  interest, 
such  installments  of  principal  and  inter¬ 
est  being  due  1,  2,  and  3  years,  respec¬ 
tively,  fixMn  the  date  of  the  sale,  the 
amount  of  interest  due  with  the  first  in¬ 
stallment  is  $80  ($2,000X0.04X1),  the 
amount  of  interest  due  with  the  second 


installment  is  $160  ($2,000X0.04x2), 
and  the  amount  of  Interest  due  with  the 
third  installment  is  $240  ($2,000X0.04 
X3). 

(3)  Test  rate  of  interest  for  govern¬ 
mental  obligation  described  in  section 
103.  In  the  case  of  a  contract  under 
which  the  purchaser  is  the  United  States, 
a  State,  or  any  other  governmental  Ixxly 
described  in  section  103  (relating  to  in¬ 
terest  on  certain  governmental  obliga¬ 
tions),  and  under  which  the  deferred 
payments  are  made  pursuant  to  an  ob¬ 
ligation  to  which  section  103  applies 
the  test  rate  of  interest  for  determining 
whether  there  is  total  unstated  interest 
shall  be  zero 

(4)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  wblch 
provides  that  B  is  to  make  payments  at  the 
end  of  each  of  the  next  3  years  of  $2,000 
principal,  plus  5  percent  per  aimum  simple 
Interest.  Since  the  interest  rate  specified 
In  the  contract  with  respect  to  each  pay¬ 
ment  is  higher  than  the  test  rate  (4  percent 
per  annum  simple  Interest) ,  it  is  not  neces¬ 
sary  to  compute  whether  there  is  total  un¬ 
stated  interest  under  subparagraph  (1)  of 
th'.s  paragraph,  and  section"  483  does  not 
apply  to  any  payments  due  under  the 
contract. 

Example  (2).  The  facts  are  the  same  as  in 
example  (1),  except  that  the  interest  rate 
provided  in  the  contract  is  2  percent  per 
annum  simple  interest.  Since  the  interest 
rate  specified  in  the  contract  is  less  than  the 
test  rate  (4  percent  per  anniun  simple  inter¬ 
est)  ,  section  483  applies  to  each  of  the  pay¬ 
ments  of  sales  price  due  under  the  contract. 
For  the  method  of  computing  the  amoimt  of 
total  unstated  interest  which  is  includible 
in  or  deductible  from  Income,  see  paragraph 
(c)  of  this  section. 

Example  (3).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  payments  of  $2,040 
($2,000  sales  price  plus  $40  interest),  $2,080 
($2,000  sales  price  plus  $80  interest),  and 
$2,120  ($2,000  sales  price  plus  $120  Interest), 
such  payments  being  due,  respectively,  1,  2, 
and  3  years  from  the  date  of  sale.  The 
determination  of  whether  there  is  total  un¬ 
stated  interest  imder  the  contract  is  made 
in  the  following  manner: 


(i)  Sum  of  payments  to  which  sec. 

483  applies — . $6,000.00 

(11)  Sum  of: 

Present  value  of  $2,040  due  1  yr. 
from  date  of  sale  ($2,040X0.96154 
(factor  for  9  to  15  months,  col. 

(a).  Table  I)) . $1,961.54 

Present  value  of  $2,080  due  2 
years  from  date  of  sale  ($2,080 
X0.92563  (factor  (or  21  to  27 

months,  col.  (a).  Table  I)) _  1,925.93 

Present  value  of  $2,120  due  3 
years  from  date  of  sale  ($2,120 
X0.8928C  (factor  for  33  to  39 
months,  col.  (a).  Table  1)) _  1,892.86  5,780.33 


Since  the  sum  of  the  payments  to  which 
section  483  applies  ($6,000)  exceeds  the  sum 
of  the  present  values  of  such  payments  and 
the  present  values  of  the  stated  interest 
payments  ($5,780.33),  there  is  total  unstated 
interest  under  the  contract  and  the  provi¬ 
sions  of  section  483  apply  to  the  payments  of 
sales  price  due  under  the  contract.  For  the 
method  of  computing  the  amount  of  total 
unstated  interest  which  is  includible  in  or 
deductible  from  income,  see  paragraph  (c) 
of  this  section. 

Example  (4).  (1)  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  four  $1,000  pay¬ 
ments,  each  payment  bearing  4  percent  per 
annum  simple  interest.  Such  payments  are 


due,  respectively,  1, 2,  3,  and  4  years  from  the 
date  of  sale.  Thus,  the  payments  would  be: 
$1,040  ($1,000  sales  price  plus  $40  interest), 
$1,080  ($1,000  sales  price  plus  $80  interest), 
$1,120  ($1,000  sales  price  plus  $120  interest), 
and  $1,160  ($1,000  sales  price  plus  $160  in¬ 
terest).  The  total  interest  stated  in  the 
contract  for  the  4-year  period  is  $400.  Since 
the  interest  rate  specified  in  the  contract 
between  A  and  B  is  equal  to  the  test  rate  (4 
percent  per  annum  simple  interest),  sub- 
paragraph  (2)  of  this  paragraph  applies. 
Therefore,  it  is  not  necessary  to  compute 
whether  there  is  total  unstated  interest  under 
subparagraph  (1)  of  this  paragraph,  and  sec¬ 
tion  483  does  not  apply  to  any  payments  due 
under  the  contract. 

(11)  On  the  same  date,  A  sells  property  to 
C  under  a  contract  which  provides  that  C  is 
to  make  four  payments  of  $1,000  each,  such 
payments  being  due,  respectively,  1,  2,  3,  and 
4  years  from  the  date  of  sale.  No  interest  is 
due  until  the  last  payment  at  which  time  C 
is  to  pay  $400  Interest.  Since  the  contract 
between  A  and  C  does  not  provide  for  in¬ 
terest  at  a  rate  of  at  least  4  percent  per 
annum,  payable  annually  or  more  often,  sub- 
paragraph  (2)  of  this  paragraph  does  not 
apply  and  the  determination  of  whether 
there  Is  total  unstated  interest  must  be  made 
under  subparagraph  (1)  of  this  paragraph, 
as  follows: 

(o)  Sum  of  payments  to  which  sec. 

483  applies . $4,(X)0.00 

(5)  Sum  of: 

Present  value  of  $1,(X)0  due  every 
12  months  (or  4  years  ($1,(XX) 

X3.64240  (factor  for  4  years,  col. 

(a).  Table  III)) _ $3, 642. 40 

Present  value  of  $400  stated  inter¬ 
est  due  4  years  from  date  of  sale 
($400X0.86207  (factm^  for  45  to  61 

months,  col.  (a).  Table  I)) _  344-  83 

-  3,987.23 

Since  the  sum  of  the  payments  to  which 
section  483  applies  ($4,000)  exceeds  the  sum 
of  the  present  values  of  such  payments  and 
the  present  value  of  the  stated  interest  pay¬ 
ment  ($3,987.23),  there  is  total  unstated 
Interest  under  the  contract,  and  the  provi¬ 
sions  of  section  483  apply  to  the  payments 
of  sales  price  due  under  the  contract.  For 
the  method  of  computing  the  amount  of 
total  unstated  Interest  which  is  Includible 
in  or  deductible  from  income,  see  paragraph 
(c)  of  this  section. 

(e)  Payments  that  are  indefinite  as  to 
time,  liability,  or  amount — (1)  In  gen¬ 
eral.  In  the  case  of  a  contract  for  the 
sale  or  exchange  of  property  under  which 
there  are  any  Indefinite  payments,  section 
483  shall  be  separately  applied  to  each 
such  indefinite  payment  as  if  it  (and  any 
amount  of  interest  attributable  to  such 
indefinite  payment)  was  the  only  pwiy- 
ment  due  under  the  contract,  and  the 
effect  of  the  application  of  section  483 
shall  be  determined  at  the  time  such 
payment  is  made.  For  purposes  of  sec¬ 
tion  483,  a  payment  shall  be  considered 
as  indefinite  if  the  liability  for,  or  the 
amount  or  due  date  of,  such  payment 
cannot  be  determined  at  the  time  of  the 
sale  or  exchange.  Thus,  if,  at  the  time 
of  the  sale  or  exchange,  some  or  all  of 
the  payments  under  the  contract  are 
inflefinite,  the  determination  as  to 
whether  there  is  total  unstated  interest 
(see  paragraph  (d)  of  this  section) ,  and 
if  so,  the  computation  of  the  amount  of 
total  unstated  interest  which  is  includ¬ 
ible  in  or  deductible  from  income  (see 
paragraph  (c)  of  this  section) ,  shall  be 
made  separately  with  respect  to  each  in¬ 
definite  payment  as  of  the  time  it  is  re¬ 
ceived,  taking  into  account  the  time  in¬ 
terval  between  the  sale  or  exchange  and 
the  receipt  of  the  pasrment  (to  the  near- 
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est  6-month  interval) .  Section  483  shall 
be  applied  separately  to  the  aggregate  of 
any  definite  payments  which  may  also 
be  due  under  the  contract.  Section  483 
does  not  apply  to  any  indefinite  payment 
which  is  made  no  more  than  1  year  after 
the  date  of  the  sale  or  exchange  even  if 
there  are  other  payments  (definite  or 
indefinite)  imder  the  contract  made 
more  than  a  year  after  such  date.  The 
provisions  of  this  subparagraph  shall 
apply  notwithstanding  the  fact  that  the 
obligation  under  which  such  payment 
is  made  has  been  valued  and  the  trans¬ 
action  treated  as  “closed”  for  purposes 
of  determining  gain  or  loss.  See  para¬ 
graph  (b)  (5)  of  this  section  for  rules  re¬ 
lating  to  evidence  of  indebtedness.  See 
paragraph  (b)  (1)  (i)  of  §  1.483-2  for 
rule  relating  to  the  effect  on  indefinite 
payments  of  the  exception  for  contracts 
with  a  sales  price  of  $3,000  or  less. 

(2)  Contingent  interest.  If  a  de¬ 
ferred-payment  contract  provides  for 
contingent  interest,  no  part  of  such  con¬ 
tingent  interest  shall  be  taken  into  ac¬ 
count  for  purposes  of  section  483  until 
it  is  actually  paid.  For  example,  con¬ 
tingent  interest  shall  not  be  taken  into 
account  in  determining  whether  there  is 
total  unstated  interest  under  the  con- 
trsict.  For  purposes  of  section  483,  inter¬ 
est  shall  be  considered  as  contingent  if 
the  liability  for,  or  the  amount  or  due 
date  of,  such  interest  cannot  be  deter¬ 
mined  at  the  time  of  the  sale  or  exchange. 
If  any  part  of  the  interest  provided  for  in 
the  contract  is  not  contingent  interest, 
such  part  shall  be  taken  into  accoimt  as 
stated  interest  for  purposes  of  section 
483.  In  case  any  amount  of  contingent 
interest  is  actually  paid,  such  payment 
shall  be  treated  in  accordance  with  the 
rules  prescribed  for  indefinite  payments 
in  subparagraph  (1)  of  this  paragraph  if 
the  payment  of  the  portion  of  the  sales 
price  to  which  the  interest  is,  attributable 
is  indefinite,  or  in  accordance  with  the 
rules  prescribed  for  changes  in  the  terms 
of  the  contract  (see  paragraph  (f )  of  this 
section)  if  the  payment  of  the  portion  of 
the  sales  price  to  which  the  interest  is 
attributable  is  definite.  If  the  contract 
provides  that  all  or  a  definite  part  of 
the  interest  must  in  all  events  be  paid 
by  a  date  specified  in  the  contract 
(whether  or  not  in  certain  circumstances 
it  must  be  paid  earlier) ,  then  such  inter¬ 
est  (or  the  definite  part  thereof)  shall 
not  be  considered  contingent  interest  and 
shall  be  taken  into  account  as  stated  in¬ 
terest  due  on  such  specified  date.  If  any 
amount  of  interest  described  in  the  pre¬ 
ceding  sentence  is  actually  paid  before 
such  sp>ecified  date  then  such  pajrment 
shall  be  treated  in  accordance  with  the 
rules  prescribed  for  indefinite  pasonents 
in  subparagraph  (1)  of  this  paragraph  if 
the  pa3mient  of  the  portion  of  the  sales 
price  to  which  the  interest  is  attributable 
is  indefinite,  or  in  accordance  with  the 
rules  prescribed  for  changes  in  the  terms 
of  the  contract  (see  paragraph  (f )  of  this 
section)  if  the  payment  of  the  portion  of 
the  sales  price  to  which  the  interest  is 
attributable  is  definite. 

(3)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (i) .  On  December  31, 1963,  A  sells 
property  to  B  under  a  contract  which  pro¬ 


vides  that  B  is  to  pay  $40,000  at  the  time  of 
sale  and  $10,000  on  December  29th  of  each 
year  for  the  next  3  years,  unless  profits  de¬ 
rived  from  the  property  exceed  a  specified 
amoimt  during  the  year,  in  which  case,  in 
such  year,  B  is  to  pay  $12,000.  No  interest  is 
provided  for  in  the  contract.  For  the  year 
1964,  profits  have  exceeded  the  specified 
amount  and  B  pays  $12,000.  For  1965  B  pays 
only  $10,000,  but  lor  1966  profits  have  again 
exceeded  the  specified  amount  and  B  pays 
$12,000.  Since,  on  the  date  of  sale,  there 
are  definite  payments  due  under  the  contract, 
total  unstated  Interest  is  computed  with  re¬ 
spect  to  the  aggregate  of  such  definite  pay¬ 
ments.  The  total  unstated  interest  under 
the  contract,  determined  as  of  December  31, 
1963,  is  $2,799.40,  computed  as  follows: 

Sum  of  definite  payments  to 

which  sec.  483  applies _ $30, 000. 00 

Less;  Present  value  of  $10,000 
due  every  12  months  for  3 
years  ($10,000  x  2,72006  (factor 


for  3  years,  col.  (b).  Table 

III))  . . —  27,200.60 

Total  unstated  interest _  2, 799. 40 


At  the  time  of  receipt  of  the  indefinite  por¬ 
tion  ($2,000)  of  the  first  payment  ($12,000), 
additional  unstated  interest  is  not  computed 
on  the  amount  of  such  indefinite  portion 
since  pairment  was  made  no  more  than  1 
year  after  the  date  of  the  sale.  At  the  time 
of  receipt  of  the  indefinite  portion  ($2,000) 
of  the  last  payment  ($12,000) ,  additional  \m- 
stated  interest  is  computed  based  on  the 
amount  of  such  indefinite  portion.  The 
additional  unstated  interest  at  the  end  of 
the  third  year  is  $275.40,  computed  as  fol¬ 
lows: 


Indefinite  portion  of  payment  to 

which  sec.  483  applies _ $2,000.00 

Less:  Present  value  of  such  por¬ 
tion  ($2,000  X  0.86230  (factor  for 
33  to  39  months,  col.  (b) ,  Table 
D)  — . . . -  1,724.60 


Total  unstated  interest _  275.40 


Example  (2).  M  Corporation  and  N  Cor¬ 
poration  each  own  one-half  of  the  stock  of 
O  Corporation.  On  December  31,  1963,  pur¬ 
suant  to  a  reorganization  qualifying  under 
section  368(a)(1)  (B) ,  M  contracts  to  acquire 
the  one-half  interest  held  by  N  for  an  initial 
distribution  on  such  date  of  30,000  shares  of 
M  voting  stock,  and  a  non-assignable  right 
to  receive  up  to  10,000  additional  shares  of 
M’s  voting  stock  during  the  next  3  years, 
provided  the  net  profits  of  O  Corporation 
exceed  certain  amounts  specified  in  the  con¬ 
tract.  No  interest  is  provided  for  in  the 
contract.  No  additional  shares  are  received 
in  1964  or  in  1965,  but  in  1966  the  annual 
earnings  of  O  Corporation  exceed  the  speci¬ 
fied  amount  and  on  December  31,  1966,  an 
additional  3.000  M  voting  shares  are  trans¬ 
ferred  to  N.  The  fair  market  value  of  such 
shares  on  the  date  of  transfer  is  $60,000  ($20 
per  share).  The  total  unstated  interest  ap¬ 
plicable  to  the  indefinite  payment  is  $8,262, 
computed  as  follows; 


Indefinite  payment  to  which  sec. 

483  applies _ $60,  000.  00 

Less:  Present  value  of  such  pay¬ 
ment  ($60,000  X  0.86230  (factor 
for  33  to  39  months,  col.  (b). 

Table  I)) . .  51,738.00 


Total  unstated  interest _  8,262.00 


See  paragraph  (a)(2)  of  §  1.483-2  for  the 
effect  on  a  reorganization  defined  in  section 
368(a)(1)  of  treating  a  portion  of  voting 
stock  as  interest  under  section  483. 

Example  (3).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  one  payment  on 
May  1,  1965.  No  interest  is  provided  for  in 
the  contract  and,  at  the  time  of  sale,  the 


adjusted  basis  of  the  property  to  A  is  $2,ooo. 
Assume  that  the  amount  of  the  payment  U 
indefinite  but  that  the  contract  has  an  ascer- 
tainable  fair  market  value  of  $8,000.  For  the 
year  1963,  A  includes  $6,000  ($8,000  value  of 
contract  minus  $2,000  adjiisted  basis)  in 
gross  income  from  the  sale  of  the  property 
and  the  transaction  is  treated  as  “closed"  for 
purposes  of  determining  gain  or  loss.  On 
May  1,  1965,  A  collects  $9,000  on  the  contract 
(which  is  more  than  the  valuation  that  was 
placed  on  the  contract  in  1963).  Section 
483  applies  to  the  $9,000  payment  and  $642.60 
is  treated  as  total  unstated  interest,  com¬ 
puted  as  follows ; 


Indefinite  payment  to  which  sec. 

483  applies _ $9,000.00 

Less;  Present  value  of  such  pay¬ 
ment  ($9,000x0.92860  (factor 
for  15  to  21  months,  col.  (b). 

Table  I)) -  8,357.40 


Total  unstated  Interest _  642.60 


The  excess  of  the  amount  collected  ($9,- 
000)  reduced  by  the  amount  treated  as  im- 
stated  interest  ($642.60)  under  section  483 
is  $8,357.40.  The  excess  of  such  amount 
($8,357.40)  over  the  value  of  the  contract 
as  determined  in  1963  ($8,000)  shall  be  in¬ 
cluded  in  income  in  accordance  with  the 
other  applicable  provisions  of  the  Code. 
Thus,  $357.40  is  Included  in  income. 

Example  (4).  The  facts  are  the  same  as 
in  example  (3),  except  that  on  May  1,  1965, 
A  collects  only  $6,000  on  the  contract  (which 
is  less  than  the  valuation  that  was  placed  on 
the  contract  in  1963).  Section  483  applies 
to  the  $6,000  payment  and  $428.40  is  treated 
as  total  unstated  Interest,  computed  as 
follows: 


Indefinite  payment  to  which  sec. 

483  applies _ $6,000.00 

Less:  Present  value  of  such  pay¬ 
ment  ( $6,000  X  0.92860  ( factor 
for  15  to  21  months,  col.  (b). 

Table  I)) . . .  5,571.60 


Total  unstated  interest _  428.40 


The  amount  collected  ($6,000)  reduced  by 
the  amount  treated  as  unstated  Interest 
($428.40)  under  section  483  is  $5,571.60.  The 
excess  of  the  value  of  the  contract  as  deter¬ 
mined  in  1963  ($8,000)  over  such  amoimt 
($5,571.60)  shall  be  treated  as  a  loss  in  ac¬ 
cordance  with  the  other  applicable  provisions 
of  the  Code.  Thus,  $2,428.40  is  treated  as  a 
loss. 

Example  (5).  On  December  31,  1963,  A 
sells  a  capital  asset  which  has  an  adjusted 
basis  in  A’s  hands  of  $100,000  to  B  under  a 
contract  which  provides  that  B  is  to  make 
payments  on  January  15th  of  1965,  1966  and 
1967,  the  amount  of  such  payments  being 
dependent  solely  on  the  profits  derived  from 
the  property.  No  interest  is  provided  for 
in  the  contract.  Assiune  that  this  is  a  rare 
and  extraordinary  case  (see  paragraph  (a) 
(2)  of  §  1.453-6)  in  which  the  contract  does 
not  have  an  ascertainable  fair  market  value 
and  that  A  is  permitted  to  apply  payments 
of  sales  price  in  reduction  of  basis  before 
being  required  to  include  any  amount  as 
gain  on  the  transaction.  For  1965,  B  pays  A 
$50,000,  for  1966  $100,000,  and  for  1967 
$100,000. 

(1)  For  the  year  1965,  the  $50,000  payment 
would  be  allocated  $2,409.50  as  total  unstated 
interest  and  $47,590.50  as  return  of  capital, 
computed  as  follows : 

(a)  Indefinite  payment  to  which 


sec.  483  applies _ $50, 000.  00 

Less:  Present  value  of  such  pay¬ 
ment  ($50,000x0.95181  (factor 
for  9  to  16  months,  col.  (b). 

Table  D) _  47,590.50 


Total  unstated  interest _  2, 409. 60 


(b)  Return  of  capital _  47,690.50 


Tuesday,  April  20,  1965 
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(U)  For  the  year  1966,  the  $100,000  pay. 
ment  would  be  allocated  $0,405  as  total  un¬ 
stated  interest,  $62,409.50  as  return  of  cap- 
ital,  and  $38,185.50  as  capital  gain,  computed 


as  follows; 

(a)  Indefinite  payment  to 

which  sec.  483  applies - $100, 000. 00 

Less:  Present  value  of  such  pay¬ 
ment  ($100,000  X  0.90596  (fac¬ 
tor  for  21  to  27  mos.,  col.  (b) , 

Table  I))  _ -  90,595.00 

Total  unstated  Interest -  9,406.00 

(b)  Payment  of  principal _  90,695.00 

Plus:  Amount  of  capital  re¬ 
turned  in  1965 _  47,  590.  50 

138, 185.  50 

Less:  Adjusted  basis  of  prop¬ 
erty  _ - _  100,  000.  00 

Capital  gain -  38, 185.  50 


(iii)  For  the  year  1967,  the  $100,000  pay¬ 
ment  would  be  allocated  $13,770  as  total  un¬ 
stated  interest  and  $86,230  as  capital  gain. 


computed  as  follows: 

(0)  Indefinite  payment  to 

which  sec.  483  applies - $100,  000.  00 

Less:  Present  value  of  such  pay¬ 
ment  ($100,000  X  0.86230  (fac¬ 
tor  for  33  to  39  months,  col. 

(b).  Table  I)) .  86,230.00 

Total  unstated  Interest -  $13, 770. 00 

(b)  Capital  gain -  $86,230.00 


(f)  Changes  in  terms  of  contract — (1) 
In  general.  If  the  liability  for,  or  the 
amount  or  due  date  of,  any  payment  (in¬ 
cluding  interest)  under  a  contract  for 
the  sale  or  exchange  of  property  is 
changed  during  any  taxable  year  (re¬ 
ferred  to  as  the  “year  of  change”),  the 
total  unstated  interest  under  the  con¬ 
tract  shall  be  recomputed  under  the  rules 
of  paragraphs  (c)  and  (d)  of  this  section 
(as  if  the  original  contract  had  contained 
the  changed  terms)  and  allocated  (in 
the  manner  provided  in  subparagraph 
(4)  of  this  paragraph)  with  adjustment 
for  prior  interest  (including  unstated 
Interest)  payments.  The  provisions  of 
this  paragraph  apply  regardless  of 
whether  there  was  total  unstated  interest 
under  the  original  contract.  In  general, 
a  late  payment  or  an  early  payment  (in¬ 
cluding  a  prepasnnent)  is  considered  a 
change  in  the  due  date  of  such  payment 
to  the  date  on  which  the  payment  is 
actually  made,  and  therefore  is  con¬ 
sidered  a  change  in  the  terms  of  the 
contract.  However,  for  purposes  of  the 
preceding  sentence,  the  due  date  of  a 
payment  shall  not  be  considered  changed 
merely  because  the  payment  is  late  (or 
early) ,  provided  the  pasrment  is  made  no 
later  (or  earlier)  than  90  days  after  (or 
before)  the  date  the  payment  was  due 
under  the  contract.  Furthermore,  any 
additional  interest  which  is  paid  by  the 
purchaser  because  of  a  late  payment, 
either  under  the  terms  of  the  contract 
or  under  the  provisions  of  local  law,  shall 
be  taken  into  account  as  stated  interest 
for  purposes  of  any  recomputation  of 
total  unstated  interest  under  the  con¬ 
tract.  In  general,  a  novation  is  con¬ 
sidered  a  change  in  the  terms  of  the 
contract.  However,  for  special  rules  re¬ 
lating  to  the  transfer  of  the  obligation  to 
make  deferred  pasrments  or  of  the  right 
to  receive  deferred  payments,  see  sub- 
paragraph  (6)  of  this  paragraph.  A  de¬ 


fault  in  remaining  payments  imder  a 
contract  (regardless  of  whether  the  prop¬ 
erty  is  repossessed  or  the  debtor  is  re¬ 
leased  from  liability  under  the  contract) 
is  also  considered  a  change  in  the  terms 
of  the  contract  for  purposes  of  section 
483.  In  such  case,  the  contract  shall  be 
considered  as  having  been  changed  so 
as  to  provide  for  a  reduction  in  the  stated 
sales  price  to  the  amount  that  has  actu¬ 
ally  been  paid  by  the  debtor  as  of  the 
date  of  the  default,  and  total  unstated 
interest  shall  be  recomputed  based  on 
such  revised  contract.  Any  payments 
subsequently  made  by  or  on  behalf  of  the 
debtor  with  respect  to  his  obligation  (in¬ 
cluding  payments  on  a  deficiency  judg¬ 
ment)  shall  be  treated  as  indefinite  pay¬ 
ments  under  the  contract  in  accordance 
with  the  rules  prescribed  in  paragraph 
(e)  of  this  section.  For  purposes  of  sec¬ 
tion  483,  the  value  of  the  repossessed 
property  is  not  considered  a  payment 
under  the  contract. 

(2)  Effect  of  change  in  terms  of  con¬ 
tract  on  characterization  as  principal  or 
interest.  Except  as  otherwise  provided 
in  this  paragraph,  the  characterization 
as  principal  or  interest  of  any  portion  of 
a  payment  imder  a  contract  for  the  sale 
or  exchange  of  property  is  not  changed 
as  a  result  of  events  occurring  after  the 
close  of  the  taxable  year  in  which  the 
payment  is  made.  Thus,  for  example,  if 
a  portion  of  a  payment  was  character¬ 
ized  as  interest  for  a  prior  year,  and  such 
characterization  resulted  in  a  corpora¬ 
tion  being  treated  as  a  personal  holding 
company  for  such  prior  year,  any  change 
in  the  terms  of  the  contract  does  not  de¬ 
crease  the  portion  of  such  payment  char¬ 
acterized  as  interest  for  purposes  of  re¬ 
determining  personal  holding  company 
status  for  such  prior  year.  However,  the 
parties  to  a  contract  may  change  its 
terms  so  as  to  alter  for  the  year  of 
change  and  for  any  subsequent  years  the 
characterization  as  principal  and  interest 
of  any  portion  of  a  pasunent  under  the 
contract. 

(3)  Effect  on  basis  of  change  in  terms 
of  contract.  If  the  terms  of  the  contract 
are  changed  so  that  the  amount  of  total 
unstated  interest  (if  any)  under  the  re¬ 
vised  contract  differs  from  the  amount  of 
total  unstated  interest  (if  any)  under 
the  original  contract,  the  basis  to  the 
purchaser  of  any  property  which  was 
sold  or  exchanged  imder  the  original 
contract  (or  to  any  other  person  whose 
basis  for  such  property  is  determined  in 
whole  or  in  part  by  reference  to  the  basis 
of  the  purchaser)  shall  be  redetermined 
as  of  the  date  of  the  change  by  taking 
into  account  any  recomputation  of  total 
unstated  interest.  Thus,  such  purchaser 
(or  such  other  person)  shall  redetermine 
his  basis  only  if  he  has  not  sold,  ex¬ 
changed,  or  otherwise  disposed  of  such 
property  at  the  time  the  change  in  the 
terms  of  the  contract  is  made. 

(4)  Allocation  of  recomputed  total  un¬ 
stated  interest,  (i)  If  the  amount  of 
total  unstated  interest  recomputed  under 
the  contract  (as  changed)  exceeds  the 
amount  of  total  unstated  interest  previ¬ 
ously  returned  as  income  or  deducted  un¬ 
der  the  contract  (prior  to  the  change  in 
terms) ,  such  excess  amount  shall  be  al¬ 
located  on  a  pro  rata  basis  among  the 
remaining  definite  pasrments  due  under 


the  revised  contract;  that  is,  there  shall 
be  treated  as  interest  that  part  of  a  def¬ 
inite  payment  (due  under  the  revised 
contract)  to  which  section  483  applies 
which  bears  the  same  ratio  to  the  amount 
of  such  pa3unent  as  such  excess  amount 
bears  to  the  total  of  the  remaining  def¬ 
inite  payments  to  which  section  483  ap¬ 
plies  which  are  due  under  such  revised 
contract.  For  purposes  of  this  subdivi¬ 
sion,  the  determination  of  whether  a 
payment  is  definite  shall  be  made  at  the 
time  the  contract  is  changed. 

(ii)  If  the  amount  of  total  unstated 
interest  recomputed  under  the  contract 
(as  changed)  is  less  than  the  amount  of 
total  unstated  interest  previously  re¬ 
turned  as  income  or  deducted  (under  the 
contract  prior  to  the  change  in  terms) 
the  amount  of  the  difference  shall  be  de¬ 
ducted  from  the  income  of  the  seller  or 
added  to  the  income  of  the  purchaser  for 
the  year  of  the  charge. 

(5)  Examples.  The  provisions  of  sub- 
paragraphs  (1)  through  (4)  of  this  para¬ 
graph  may  be  illustrated  by  the  following 
examples; 

Example  (1).  (1)  On  December  31,  1963, 

A  sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  three  pajrments 
of  $2,000  each,  such  payments  being  due  on 
December  31st  of  1964,  1965,  and  1966.  No 
interest  is  provided  for  In  the  contract.  After 
applying  section  483,  total  unstated  interest 
is  determined  to  be  $559 B8,  and  the  amount 
of  each  $2,000  payment  which  is  treated  as 
Interest  is  determined  to  be  $186.63.  A  in¬ 
cludes  $186.63  as  interest  income  for  1964. 
On  June  1,  1965,  A  and  B  change  the  terms 
of  the  contract  making  the  balance  of  pay¬ 
ments  due  immediately.  Total  unstated  in¬ 
terest  under  the  revised  contract  is  $381.98, 
computed  as  follows: 

Sum  of  payments  to  which  sec.  483  applies _ $6, 000. 00 

Less: 

Present  value  of  $2,000  due  Decem¬ 
ber  31,  1964  ($2,000X0.96181 

(factor  for  9  to  16  months,  col. 

(b).  Table  D) . $1,903.62 

Present  value  of  $4,000  due  June  1, 

1966  ($4,000X0.92860  (factor  for 
16  to  21  months,  col.  (b).  Table 

D)  .  3,714.40 

-  6,618.02 

Total  unstated  Interest  (recomputed)...  381. 66 

(ii)  The  portion  of  the  recomputed  total 
unstated  Interest  to  be  allocated  to  the  final 
definite  payment  of  $4,000  is  $195.35,  com¬ 
puted  as  follows: 


Total  unstated  interest  (recomputed) . $381.96 

Less: 

Portion  of  original  total  unstated  interest 
previously  included  In  income .  186. 63 

Total  unstated  interest  allocated  to  final  definite 
payment . . . 196.36 


Example  (2).  (i)  The  facts  are  the  same 
as  in  example  (1),  except  that  A  and  B 
change  the  terms  of  the  contract  in  1965  by 
providing  that  the  last  two  payments  shall 
be  due  on  December  31st  of  1966  and  1968. 
Total  unstated  Interest  under  the  revised 
contract  is  $809.38,  computed  as  follows: 

Sum  of  payments  to  which  sec.  483 

applies . . . . . $6,000.00 

Less: 

Present  value  of  $2,000  due  De¬ 
cember  31,  1964($2,OOOX  0.96181 
(factor  for  9  to  16  months,  col. 

(b).  Table  D) . $1,903.62 

Present  value  of  $2,000  due  De¬ 
cember  31,  1966  ($2,000X0.86230 
(factor  for  33  to  39  months,  col. 

(b).  Table  I)) .  1,724.60 

Pre^t  value  of  $2,000  due  De¬ 
cember  31,  1968  ($2,000X0.78120 
(factor  for  67  to  months,  coL 
(b).  Table  D) .  1, 662. 40  6, 190. 62 

Total  imstated  interest  (re¬ 
computed). . - .  809.38 
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(11)  The  portion  of  the  recomputed  total 
unstated  Interest  to  be  allocated  among  the 
remaining  payments  under  the  contract  Is 
$622.75,  computed  as  follows: 


Total  unstated  Interest  (recom¬ 
puted)  _ $809.38 

Less: 

Portion  of  original  total  unstated 
Interest  previously  Included  In 
Income _  186. 63 


Total  unstated  Interest  allocated  to 

remaining  payments _  622. 75 


(111)  The  portion  of  each  remaining  $2,000 
payment  which  is  treated  as  Interest  under 
the  revised  contract  Is 

Example  (3).  (1)  The  facts  are  the  same 
as  In  example  (1),  except  that  In  May  1965 
A  and  B  change  the  terms  of  the  contract  by 
reducing  the  sales  price  to  a  total  of  $3,000, 
and  by  agreeing  that  B  Is  to  pay  the  remain¬ 
ing  balance  of  $1,000  on  June  1,  1965.  Total 
unstated  Interest  under  the  revised  contract 
Is  $167.78,  computed  as  follows: 

Sum  of  payments  to  which  sec.  483  applies $3, 000. 00 

Less: 

Present  value  of  $2,000  due  De¬ 
cember  31, 1964  ($2,000X0.05181 
(factor  for  0  to  16  months,  ooL 
(b).  Table  D) . $1,903.62 

Present  value  of  $1,000  due  June 
1, 1065  ($1,000X0.02860  (factor 
for  15  to  21  mmiths,  ooL  (b). 

Table  D) _ _  928.60  2,832.22 

Total  unstated  Interest  (recomputed) _  167. 78 

(11)  Since  the  amount  of  the  recomputed 
total  unstated  Interest  under  the  contract 
as  changed  ($167.78)  Is  less  than  the  amount 
of  total  unstated  Interest  previously  returned 
as  Income  ($186.63),  the  amoimt  of  the  dif¬ 
ference  ($18B5)  shall  be  deducted  from  A’s 
Income  for  1965,  and  such  amount  shall  be 
added  to  B’s  Income  toe  such  year. 

Example  (4).  (1)  The  facts  are  the  same 
as  In  example  (1),  except  that  B  falls  to 
make  the  payment  due  on  December  31,  1965, 
and  A  repossesses  the  property.  The  contract 
Is  considered  as  having  been  changed  In  1965 
to  provide  for  one  $2,000  payment  due  at  the 
end  of  1964.  Total  unstated  Interest  under 
the  revised  contract  Is  $06.38,  emnputed  as 
follows: 


Sum  of  payments  to  which  sec.  483 

applies _ $2,000.00 

Less:  Present  value  of  $2,0(X>  due 
December  31,  1964  ($2,000X 

0.95181  (factev  for  0  to  15 
months,  coL  (b) ,  Table  X) ) _  1, 908. 62 


Total  unstated  Interest  (re¬ 
computed)  _  96.38 


(11)  Since  the  amount  of  the  recomputed 
total  unstated  Interest  xmder  the  contract  as 
changed  ($96A8)  Is  less  than  the  amoimt  of 
total  unstated  Interest  previously  returned 
as  Income  ($186A3),  the  amount  of  the  dif¬ 
ference  ($90.25)  shall  be  deducted  from  A’s 
income  for  1965,  and  such  amount  shall  be 
added  to  B’s  Income  for  such  year. 

Example  (5).  (1)  On  December  31,  1963, 
A  sells  property  to  B  under  a  contract  which 
provides  that  B  Is  to  make  a  $1,000  payment 
at  the  end  of  each  year  for  the  next  4  years, 
each  payment  bearing  4  percent  per  annum 
simple  Interest.  Thus,  the  pa3nnents  will  be 
In  the  following  amounts:  $1,040  ($1,000 
sales  price  plus  $40  interest),  $1,080  ($1,000 
sales  price  plus  $80  Interest),  $1,120  ($1,000 
sales  price  plus  $120  Interest),  and  $1,160 
($1,000  sales  price  plus  $160  Interest) .  Since 
the  Interest  rate  specified  In  the  contract  Is 
equal  to  the  test  rate  (4  percent  per  annum 
simple  Interest)  provided  In  paragraph  (d) 
(2)  of  this  section.  It  Is  determined,  as  of 
December  31,  1963,  that  there  Is  no  total 
unstated  Interest  under  the  contract.  B 
makes  the  first  two  payments  on  time,  but 


the  third  payment,  which  is  due  on  Decem¬ 
ber  31,  1966,  is  not  made  until  December  31, 
1967,  a  year  late.  At  the  same  time,  B  makes 
the  final  payment.  A  does  not  collect  any 
additional  Interest  on  the  late  payment. 
Since  the  third  payment  Is  more  than  90 
days  late,  the  date  of  the  payment  Is  con¬ 
sidered  changed  to  December  31,  1967.  Ac¬ 
cordingly,  a  new  determination  of  whether 
there  is  total  unstated  Interest  under  the 
revised  contract  must  be  made  by  applying 
the  method  provided  in  paragraph  (d)(1)  of 
this  section,  as  follows: 

(o)  Sum  of  payments  to  which  sec.  483  applies.  $4,  (KX).  00 
(6)  Sum  of: 

Present  value  of  $1,040  due  1  year 
from  date  of  sale  ($1,040X0.96154 
(factor  for  9  to  15  months,  col. 

(a),  Table  1)) . $1,000.00 

Present  value  of  $1,080  due  2  years 
from  date  of  sale  ($1,080X0.92593 
(factor  for  21  to  27  months,  coL 

(a).  Table  D) .  1,000.00 

Present  value  of  $2,280  due  4  years 
from  date  of  sale  ($2,280X0.86207 
(factor  for  45  to  61  months,  col. 

(a).  Table  I)) . 1,965.52  3,965.52 


Since  the  sum  of  the  payments  to  which  sec¬ 
tion  483  applies  ($4,000)  exceeds  the  sum  of 
the  present  values  of  such  payments  and  the 
present  values  of  the  stated  Interest  pay¬ 
ments  ($3,965.52),  there  Is  total  unstated 
Interest  under  the  revised  contract  and  the 
provisions  of  section  483  now  apply  to  the 
payments  due  under  the  contract. 

(11)  The  amoimt  of  total  unstated  Interest 
to  be  allocated  to  the  final  $2,000  payment  of 
sales  price  under  the  contract  and  which  is 
Includible  In  A’s  Incxxne  and  deductible  from 
B's  Income  for  1967  Is  $160.38,  computed  as 
follows: 

Sum  of  payments  to  which  sec.  483  applies $4, 000. 00 

Less: 

Present  value  of  $1,040  due  1  year 
from  date  of  sale  ($1,040  X  0.95181 
(factor  fw  9  to  16  months,  coL  (b). 

Table!)) .  $989.88 

Present  value  of  $1,080  due  2  years 
from  date  of  sale  ($1,080  X  0.90595 
(factor  for  21  to  27  months,  col. 

(b).  Table!)) .  978.43 

Present  value  of  $2,280  due  4  years 
from  date  of  sale  ($2,280  X  0.82075 
(factor  far  45  to  51  months,  col. 

(b).  Table  !)) . .  1, 871. 31  3, 839. 62 

Total  unstated  interest _  16a  38 

Example  (6).  TTie  facts  are  the  same  as 
In  example  (5) .  On  Decemb«'  31,  1963  (the 
date  of  the  sale),  the  basis  of  the  property 
In  the  hands  of  B  Is  $4,000.  On  March  1, 
1968,  after  all  the  payments  have  been  made 
under  the  contract,  B  sells  the  property. 
ARiaiining  that  there  were  no  adjustments 
to  the  basis  of  the  property,  B’s  basis  for 
purposes  of  determining  gain  or  loss  on  the 
sale  of  the  property  would  be  $3,839.62 
($4,000  original  basis  minus  $160.38  unstated 
Interest) .  On  the  other  hand.  If  B  sold  the 
property  on  November  1,  1966  (prior  to  the 
date  of  the  change)  his  basis  for  the  property 
would  be  $4,000. 

(6)  Transler  of  obligation  to  make  or 
contract  right  to  receive  deferred  pay¬ 
ments.  (i)  If  an  obligation  to  make  de¬ 
ferred  payments  (whether  definite  or 
Indefinite)  under  a  contract  under  which 
there  is  total  xmstated  interest  is  trans¬ 
ferred  by  sale,  exchange,  distribution,  or 
other  disposition  (for  example,  if  the 
purchaser  under  a  deferred-payment 
contract  for  the  sale  or  exchange  of 
property  later  transfers  that  property 
and  the  transferee  either  assumes  the 
purch$iser’s  obligation  to  the  seller  or 
takes  the  pr<^rty  subject  to  such  obliga¬ 
tion)  .  the  following  rules  shall  apply — 

(a)  Hie  person  who  has  the  right  to 
receive  payments  under  the  obligation 
shall  not  be  affected  with  respect  to  sec¬ 
tion  483  merely  by  reason  of  such 
transfer. 


(b)  The  transferor  of  the  obligation 
to  make  deferred  payments  shall  not  be 
entitled  to  any  d^uctions  for  unstated 
interest  with  respect  to  payments  due 
imder  the  obligation  after  the  date  of 
the  transfer,  unless,  by  reason  of  the  de¬ 
fault  of  the  transferee,  the  transferor 
is  liable  for  and  makes  payments  under 
the  obligation. 

(c)  Section  483  shall  apply  to  the 
transferee  in  the  same  manner  that  it 
applied  to  the  transferor;  that  is,  the 
transferee  is  entitled  to  the  same  d^uc- 
tions  (if  otherwise  allowable)  for  un¬ 
stated  interest  as  the  transferor  would 
have  been  entitled  to  if  the  transfer  had 
not  occurred.  Thus,  the  transferee  may 
be  entitled  to  deduct  unstated  interest 
notwithstanding  that  the  sales  price  to 
the  transferee  is  no  more  than  $3,000. 
However,  if  section  163(b)  (relating  to 
deduction  for  interest  on  certain  install¬ 
ment  purchases)  applies  to  the  trans¬ 
feree,  he  shall  compute  his  interest  de¬ 
ductions  under  that  section  (see  para¬ 
graph  (b)  (2)  of  §  1.483-2)  regardless  of 
whether  the  transferor  so  computed  his 
interest  deductions. 

(d)  A  separate  determination  must  be 
made,  in  accordance  with  the  rules  pre¬ 
scribed  in  this  section  and  in  §  1.483-2, 
as  to  the  application  of  section  483  to 
the  contract  between  the  transferor  and 
the  transferee  imder  which  the  obliga¬ 
tion  to  make  the  deferred  payments  is 
transferred.  For  purposes  of  such  sepa¬ 
rate  determination,  the  assumption  by 
the  transferee  of  Uie  obligation  of  the 
transferor  shall  be  treated  as  a  payment 
made  at  the  time  of  the  transfer. 

The  rules  set  forth  in  this  subdivision 
shall  apply  regardless  of  whether  the 
transferor  is  completely  released  from 
liability  with  respect  to  the  person  hav¬ 
ing  the  right  to  receive  the  pasmients,  or 
remains  liable  to  such  person  under  the 
obligation  if  the  transferee  defaults. 

(il)  If  a  right  to  receive  deferred  pay¬ 
ments  (whether  definite  or  indefinite) 
under  a  contract  under  which  there  is 
total  unstated  interest  is  transferred  by 
sale,  exchange,  distribution,  or  other  dis¬ 
position,  the  following  rules  shall  apply 
(except  to  the  extent  that  such  transfer 
constitutes  an  assignment  of  future 
Income) — 

(a)  The  person  who  has  the  obligation 
to  make  pajmients  under  the  contract 
shall  not  ^  affected  with  respect  to  sec¬ 
tion  483  merely  by  reason  of  such  trans¬ 
fer. 

(b)  The  transferor  of  the  contract 
right  to  receive  deferred  payments  shall 
treat  any  amount  realized  (as  defined  in 
section  1001(b))  from  the  transferee  as 
the  final  payment  under  his  contract 
with  the  person  having  tiie  obligation  to 
make  the  payments,  and  shall  recompute 
his  total  unstated  interest  under  such 
contract  under  the  rules  provided  in  sub- 
paragraphs  (1)  through  (5)  of  this 
paragraph. 

(c)  liie  transferee  of  such  contract 
right  shall  treat  the  payments  he  receives 
from  the  person  having  the  obligation 
to  make  the  payments  as  if  they  were  re¬ 
ceived  under  a  contract  tar  the  sale  or 
exchange  of  pnnJerty  entered  into  with 
such  person  on  the  date  of  the  transfer. 
Thus,  the  transferee  shall  determine,  in 
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accordance  with  the  rules  prescribed  in 
this  section  and  in  S  1.483-2,  the  appli¬ 
cability  of  section  483  to  such  pa3mients. 

(d)  A  separate  determination  must  be 
made,  in  accordance  with  the  rules  pre¬ 
scribe  in  this  section  and  in  S  1.483-2,  as 
to  the  application  of  section  483  to  the 
contract  between  the  transferor  and 
transferee  under  which  the  contract 
right  to  receive  the  deferred  payments  is 
transferred. 

The  rules  set  forth  in  this  subdivision 
shall  apply  regardless  of  whether  the 
transferor  is  made  liable  (under  the  con¬ 
tract  with  the  transferee)  for  any  pay¬ 
ments  which  are  not  received  by  the 
transferee  by  reason  of  the  default  of  the 
person  having  the  obligation  to  make 
such  pasmaents. 

(iii)  If  section  483  does  not  apply  to 
an  obligation  to  make  or  a  contract 
right  to  receive  deferred  payments  (for 
example,  because  of  an  exception  set 
forth  in  section  483(f)).  the  following 
rules  shall  apply  in  the  case  of  a  trsms- 
fer  of  such  obligation  or  contract  right, 
whether  by  sale,  exchange,  distribution, 
or  other  disposition — 

(a)  Section  483  shall  not  become  ap¬ 
plicable  to  the  obligation  or  contract 
right  merely  by  reason  of  such  a  transfer. 
However,  if  the  transferee  and  the  per¬ 
son  having  the  obligation  to  make  (or 
the  right  to  receive)  the  payments  under 
the  contract  change  its  terms,  a  deter¬ 
mination  must  be  made  as  to  whether 
section  483  applies  to  the  contract  as 
changed.  For  example,  if  the  only  rea¬ 
son  section  483  did  not  apply  to  a  de¬ 
ferred-payment  contract  was  because  no 
payment  was  due  more  than  1  year  after 
the  date  of  the  sale  or  exchange,  any 
change  in  the  terms  of  the  contract  by 
the  transferee  and  such  person,  which 
makes  a  payment  fall  due  more  than  1 
year  after  the  date  of  such  sale  or  ex¬ 
change  would  make  section  483  apply 
to  the  contract.  For  special  rules  relat¬ 
ing  to  the  application  of  the  effective 
date  provisions  to  transfers,  see  para¬ 
graph  (b)(4)  of  this  section. 

(b)  A  separate  determination  must  be 
made  as  to  the  application  of  section  483 
to  the  contract  between  the  transferor 
and  the  transferee  under  which  an  obli¬ 
gation  to  make  or  a  contract  right  to 
receive  deferred  payments  is  transferred. 
For  purposes  of  such  separate  determi¬ 
nation,  the  assumption  by  the  trans¬ 
feree  of  the  obligation  of  the  transferor 
shall  be  treated  as  an  evidence  of  in¬ 
debtedness  of  the  transferee. 

(iv)  The  provisions  of  this  subpara¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  (a)  On  December  31,  1963, 

A  sells  prop^y  to  B  under  a  contract  which 
provides  that  B  Is  to  make  lour  payments 
ol  a2,0(X)  each,  such  payments  being  due, 
respectively,  at  the  end  ol  each  year  lor  the 
next  4  years.  No  Interest  Is  provided  lor  in 
the  contract.  Assume  that  section  483  ap¬ 
plies  to  each  ol  the  payments  and  that  the 
portion  ol  each  payment  which  is  treated 
as  Interest  is  $229.60.  On  January  1,  1966, 
B  translers  other  property  to  C  in  exchange 
lor  C’s  non-interest-bearing  promissory  note 
which  provides  that  C  is  to  pay  B  $1,000  at 


the  end  ol  each  ol  the  next  4  years,  and  CTs 
assumption  ol  the  obligation  to  make  the 
two  remaining  $2,000  payments  to  A. 

(b)  With  respect  to  each  ol  the  two  re¬ 
maining  $2,000  payments,  C  may  deduct 
$229.60  and  A  continues  to  include  such 
amotint  in  Income.  B  has  no  deductions 
with  respect  to  the  payments  by  C. 

(c)  With  respect  to  the  contract  between 
B  and  C,  section  483  applies  to  each  ol  the 
$1,000  payments  to  be  made  by  C  at  the  end 
ol  each  ol  the  next  4  years,  and  total  un¬ 
stated  Interest  with  respect  to  such  pay¬ 
ments  must  be  computed  in  the  manner  pro¬ 
vided  in  paragraph  (c)  ol  this  section  and 
then  allocated  in  the  manner  provided  in  par¬ 
agraph  (a)  ol  this  section.  Because  the  as¬ 
sumption  ol  B's  obligation  by  C  is  treated  as 
a  payment  made  at  the  time  ol  the  transler, 
section  483  does  not  apply  to  the  two  re¬ 
maining  $2,000  pyayments  lor  purposes  ol  the 
contract  between  B  and  C. 

Emmple  (2).  (a)  The  lacts  are  the  same 
as  in  example  (1).  except  that  on  January 
1,  1966,  A  translers  his  contract  right  to 
receive  the  two  remaining  $2,000  payments 
to  C  in  exchange  lor  property  having  a  lair 
market  value  ol  $3,000. 

(b)  B  is  not  affected  by  the  transaction 
and  continues  to  deduct  $229.60  with  re¬ 
spect  to  each  ol  the  two  remaining  $2,000 
payments.  A  treats  his  contract  with  B  as 
having  been  changed  to  provide  lor  two  pay¬ 
ments  ol  $2,000  each,  due  December  31st  ol 
1964  and  1965,  respectively,  and  a  final  pay¬ 
ment  ol  $3,000  (the  lair  market  value  ol 
the  property  translerred  by  C  to  A),  due 
January  1,  1966.  A  recomputes  his  total  im- 
stated  interest  in  accordance  with  the  rules 
provided  in  paragraph  (c)  ol  this  section  (as 
il  the  original  contract  with  B  had  con¬ 
tained  the  changed  terms)  and  allocates 
such  unstated  interest  in  the  manner  pro¬ 
vided  in  subparagraph  (4)  ol  this  paragraph. 

(c)  C  treats  the  two  remaining  $2,000  pay¬ 
ments  Irom  B  as  il  they  are  due  under  a  con¬ 
tract  lor  the  sale  ol  property  entered  into 
with  B  on  January  1,  1966.  Thus,  C  com¬ 
putes  total  unstated  interest  vmder  para¬ 
graph  (c)  ol  this  section  as  il  he  had  entered 
into  a  contract  subject  to  section  483  which 
provided  lor  $2,000  due  December  31,  1966, 
and  $2,000  due  December  31,  1067,  and  then 
allocates  such  total  vmstated  Interest  in  the 
manner  provided  in  paragraph  (a)  ol  this 
section. 

(d)  With  respect  to  the  contract  between 
A  and  C,  section  483  does  not  apply  because 
there  are  no  delerred  payments. 

Example  (3).  (a)  On  December  31,  1963, 

A,  a  holder  described  in  section  1236(b) ,  sells 
property,  consisting  ol  all  substantial  rights 
to  a  patent,  to  B  under  a  contract  which  pro¬ 
vides  that  B  is  to  pay  A  $1,000  at  the  end  ol 
each  year  lor  the  next  10  years.  No  interest 
is  provided  lor  in  the  contract,  but  section 
483  does  not  apply  because  the  delerred  pay¬ 
ments  are  made  pursuant  to  a  transfer  de¬ 
scribed  in  section  1235(a)  (see  paragraph 
(b)(4)  of  $1,483-2).  On  January  1,  1972, 

B,  who  is  not  a  holder  described  in  section 
1235(b),  sells  the  patent  right  to  C  under  a 
contract  which  provides  that  C  is  to  assume 
B’s  remaining  obligation  to  pay  A  $1,000  at 
the  end  of  each  year  lor  the  next  2  years. 
There  is  no  other  consideration  and  no  inter¬ 
est  provided  lor  in  the  contract  between 
B  and  C. 

(b)  Since  section  483  did  not  apply  to  the 
contract  between  A  and  B,  B  was  not  en¬ 
titled  to  a  deduction  lor  unstated  Interest 
with  respect  to  his  obligation.  Accordingly, 
section  483  does  not  become  applicable  to 
the  obligation  merely  by  reason  of  its  trans¬ 
ler  to  C.  Thus,  C  is  not  entitled  to  a  deduc¬ 
tion  f<xr  unstated  Interest  with  respect  to  the 
obligation  he  has  assumed  and  A  is  not  re- 
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quired  to  Include  any  unstated  interest 
income. 

(c)  With  respect  to  the  contract  between 
B  and  C,  section  483  does  not  apply  because 
the  sales  price  under  such  contract  is  no 
more  than  $3,000,  so  that  the  exception  set 
forth  in  section  483(1)  (1)  is  applicable. 

Example  (4).  (a)  The  lacts  are  the  same 
as  in  example  (3),  except  that  B  sells  the 
patent  right  to  C  on  Jantiary  1,  1966,  imder 
a  separate  contract  which  provides  that  C 
is  to  assume  B’s  remaining  obligation  to  pay 
A  $1,000  at  the  end  of  each  year  lor  the 
next  8  years.  ’There  is  no  other  considera¬ 
tion  and  no  interest  provided  for  in  the 
contract  between  B  and  C. 

(b)  Since  section  483  did  not  apply  to 
the  contract  between  A  and  B,  B  was  not 
entitled  to  a  deduction  for  unstated  inter¬ 
est  with  respect  to  his  obligation.  Accord¬ 
ingly,  section  483  does  not  become  applicable 
to  the  obligation  merely  by  reason  ol  its 
transfer  to  C.'  ’Thus,  C  is  not  entitled  to  a 
deduction  lor  unstated  interest  because  he 
is  B’s  transferee. 

(c)  With  respect  to  the  contract  between 
B  and  C,  section  483  applies,  and  lor  p\ir- 
poses  ol  paragraph  (a)  ol  this  section,  total 
unstated  interest  under  such  contract  is 
$1,553.09,  computed  as  follows: 


Svun  ol  payments  to  which  sec. 

483  appUes _ _ _ _ $8,000.00 

Less:  Present  value  ol  $1,000  due 
every  12  months  lor  8  years 
($1,000  X  6.44691  (factor  lor  8 
years,  col.  (b) ,  ’Table  IH) ) -  6, 446. 91 

Total  unstated  interest _ $1, 553.  09 


Thus,  C  may  deduct  and  B  must  Include  in 
Income,  $194.14  ^$l,000X^’^-^^  with  re¬ 
spect  to  each  payment  C  makes  to  A. 

(g)  Present  value  tables — (1)  Compu¬ 
tation  of  present  value.  If  the  purpose 
of  the  present  value  computation  is  to 
determine  under  paragraph  (d)  of  this 
section  whether  there  is  total  unstated 
interest  under  a  contract,  column  (a) 
(which  incorporates  a  rate  of  4  percent 
per  annum  simple  Interest)  of  the  ap¬ 
propriate  table  set  forth  in  subparagraph 
(2)  of  this  paragraph  shall  be  used. 
For  the  rules  relating  to  certain  govern¬ 
mental  obligations,  see  paragraph  (d)  (3) 
of  this  section.  If  the  purpose  of  the 
present  value  computation  is  to  deter¬ 
mine  under  paragraph  (c)  of  this  sec¬ 
tion  the  amount  of  total  unstated  inter¬ 
est  under  a  contract  to  be  included  in  or 
deducted  from  income  (that  is,  after  it 
has  already  been  determined  by  using 
column  (a)  of  the  appropriate  table  that 
the  contract  contains  total  unstated  in¬ 
terest)  ,  colunm  (b)  (which  incorporates 
an  interest  rate  of  5  percent  per  annum, 
compounded  semiannually)  of  the  ap¬ 
propriate  table  set  forth  in  subparagraph 
(2)  of  this  paragraph  shall  be  used.  If 
a  contract  provides  for  deferred  pay¬ 
ments  for  a  period  in  excess  of  60  years, 
the  factor  (or  factors)  necessary  may  be 
obtained  upon  request  to  the  Commis¬ 
sioner  of  Internal  Revenue,  Washington, 
D.C.,  20224.  In  general,  such  request 
must  be  accompanied  by  a  copy  of  the 
contract  (or  the  proposed  contract)  and 
other  relevant  instruments. 

(2)  Tables.  The  following  tables  shall 
be  used  for  computing  the  present  value 
of  a  pajonent  to  which  section  483  applies 
and  the  present  value  of  any  interest 
payment  due  under  a  contract: 


table  I-PRE8ENT  VaLDE  01  DEIEBBED  PAYMENT  TABLE  II-PBESKNT  VALUE  OE  ANNUITY  CERTAIN:  $1  EVERY  6  MONTHS 

(COL;  (•),  4  PERCENT  SIMPLE  INTEREST-COL.  (b),  B  PERCENT  INTEREST,  COMPOUNDED  SEMIANNUALLY)  (COL,  (a),  4  PERCENT  SIMPLE  INTEREST-COL,  (b),  B  PERCENT  INTEREST,  COMPOUNDED  SEMUNNUALLY) 
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TiBL*  in— PBESENT  VALtTE  OF  ANNUnT  CERTAIN: 

$1  Evert  12  Months 


(cot.  (a).  *  PERCENT  BIUPLE  INTEREST— <X)l.  (b),  6 
'  PERCENT  INTEREST,  COMPOUNDED  SEMIANNUALLY) 


Num¬ 
ber  of 
years 
final 
pay¬ 
ment 
de¬ 
ferred 

Col.  (a) 

CoL  (b) 

Num¬ 
ber  of 
years 
final 
pay¬ 
ment 
de¬ 
ferred 

Col.  (a) 

Col.  (b) 

Present 
value 
at  4 

percent 

simple 

interest 

Present 
value 
at  5 

percent 

com¬ 

pounded 

semian¬ 

nually 

Present 
value 
at  4 

percent 

simple 

interest 

Present 
value 
at  5 
percent 
com- 
poimded 
semian¬ 
nually 

1 

0.96154 

0. 95181 

31 

19.88780 

15.47987 

1.88747 

1.85777 

32 

20.3-2640 

15.68577 

3 

2.78033 

2.72006 

33 

20.75743 

15.88176 

4 

3. 64240 

3. 54061 

34 

21. 18116 

16.06830 

5 

4.47573 

4.32201 

35 

21. 59783 

16.24586 

6 

5. 28218 

5.06.556 

36 

22.00767 

16.41485 

7 

6.06343 

5.77329 

37 

22.41090 

16. 57571 

8 

6.82101 

6.44691 

38 

22.80773 

16. 72881 

9 

7.55630 

7.08808 

39 

23. 10636 

16.87454 

10 

8.27059 

7.69835 

40 

23. 58298 

17.01324 

11 

8.96503 

8.27922 

41 

23.96in 

17. 14526 

12 

9.64071 

8.83209 

42 

24.33490 

17.27092 

13 

10.29860 

9.35833 

43 

24. 70255 

17.39053 

14 

10.9306S 

9.85920 

44 

25.06487 

17.50437 

15 

11. 56463 

10.33595 

45 

25.42201 

17.61273 

IG 

12. 17439 

10.78972 

46 

25.77412 

17.71586 

17 

12.76965 

11. 22162 

4' 

26. 12134 

17. 81402 

11 

13.35105 

11.63272 

40 

26.46381 

17.90746 

19 

13.91921 

12.02400 

4i 

26. 80165 

17.99639 

20 

14.47477 

12.39643 

50 

27.13408 

18.08104 

21 

15.01825 

12.75092 

51 

27.46393 

18. 16161 

22 

15. 8501( 

13.08832 

52 

27.78861 

18.23829 

a 

'  16.0709( 

13.40047 

5! 

28. 10912 

18.31129 

1  16.58111 

13.71514 

& 

28.4255i 

18.38076 

2o 

17.08119 

14.00608 

55 

28.73808 

18.44689 

2fi 

17.57139 

14.28300 

50 

29. 04672 

18.50963 

Z 

18.0521( 

14.54658 

8: 

29.3516( 

18.56973 

28|  18.G238( 

14. 79740 

50 

29.65281 

18.62675 

29'  18.^682 

15.03625 

6! 

29.95042 

18.68103 

30i  19.44137 

1 

15.26353 

6C 

30.24454 

18.73268 

(3)  Instructions  for  Table  I.  Table  I 
Is  the  basic  present  value  table,  and  may 
be  used  for  computing  the  present  value 
of  any  payment  or  payments  regardless 
of  the  amount  of  the  payments  or  the 
Interval  the  payments  are  deferred.  The 
present  value  of  a  payment  is  computed 
under  Table  I  as  follows: 

(i)  Determine  the  factor  contained  in 
the  applicable  present  value  column 
(that  is,  col.  (a)  or  col.  (b) )  for  the  ap¬ 
propriate  number  of  months  the  pajiment 
under  the  contract  is  deferred;  and 

(ii)  Multiply  the  amotmt  of  the  pay¬ 
ment  by  the  factor  determined  under 
subdivision  (i)  of  this  subparagraph. 

For  example,  the  present  value,  using  a 
rate  of  4  percent  per  annum  simple  inter¬ 
est.  of  a  pa3maent  of  $1,000  due  3  years 
(36  months)  from  the  date  of  sale  is 
$892.86  ($1,000x0.89286  (factor  for  33 
to  39  months,  col.  (a) ,  Table  I) ). 

(4)  Instructions  for  Table  II.  (i) 
Table  II  shows  the  present  value  of  a 
series  of  equal  deferred  payments  due  at 
6-month  Intervals.  For  purposes  of  de¬ 
termining  whether  the  payments  under 
a  contract  are  due  at  6-month  intervals 
and  whether  such  payments  are  equal  in 
amount,  a  payment  shall  be  treated  as 
due  on  the  nearest  date  (to  the  date 
such  payment  is  actually  due  under  the 
contract)  which  marks  a  6-month  inter¬ 
val  from  the  date  of  the  sale  or  exchange. 
For  example,  a  payment  due  13  months, 
14  months,  or  exactly  15  months  from 
the  date  of  sale  would  be  treated  as  due 
12  months  from  such  date,  and  a  pay¬ 
ment  due  15  months  and  1  day,  16 
months,  or  17  months  from  the  date  of 
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sale  would  be  treated  as  due  18  months 
from  such  date.  In  the  case  of  a  pay¬ 
ment  due  6  months  or  less  from  the  date 
of  the  sale  or  exchange,  see  subdivision 
(iii)  of  this  subparagraph. 

(ii)  Table  n  may  be  used,  without  ad¬ 
justment,  for  computing  the  present 
value  of  a  series  of  equal  payments,  un¬ 
der  a  contract  under  which  the  first  pay¬ 
ment  is  actually  due  more  than  6  months 
but  not  more  than  9  months  from  the 
date  of  the  sale  or  exchange,  and  all  pay¬ 
ments  thereafter  are  due  at  regular  6- 
month  intervals  with  respect  to  the  date 
of  the  first  payment  (all  such  payments 
being  treated  under  the  rule  of  subdi¬ 
vision  (i)  of  this  subparagraph  as  due  on 
the  nearest  date  which  mar^  a  6-month 
interval  from  the  date  of  the  sale  or  ex¬ 
change).  The  present  value  of  such  a 
series  of  equal  payments  is  computed  un¬ 
der  Table  II  as  follows : 

(a)  Determine  the  factor  contained  in 
the  applicable  present  value  coliunn 
(that  is,  col.  (a)  or  col.  (b) )  for  the  ap¬ 
propriate  number  of  years  the  final  pay¬ 
ment  under  the  contract  is  deferred;  and 

(b)  Multiply  the  amount  of  a  sii^le 
payment  under  the  contract  by  the  fac¬ 
tor  determined  under  (a)  of  this  subdivi¬ 
sion. 

For  example,  the  present  value,  using 
a  rate  of  4  percent  per  anniun  simple  in¬ 
terest,  of  a  series  of  eight  $1,000  pay¬ 
ments,  the  first  payment  being  due  7 
months  from  the  date  of  sale,  and  the 
remaining  seven  pasonents  being  due,  re¬ 
spectively,  every  6  months  thereafter 
(so  that  under  the  rule  of  subdivision 
(i)  of  this  subparagraph  the  final  pay¬ 
ment  is  deferred  4  years),  is  $7,352.47 
($1,000X7.35247  (factor  for  4  years,  coL 
(a) ,  Table  ID  ) . 

(iii)  Table  n  may  also  be  used,  with 
adjustment,  for  computing  the  present 
value  of  a  series  of  equal  payments  under 
a  contract  under  which  the  first  pajmaent 
is  actually  due  not  more  than  6  months 
from  the  date  of  the  sale  or  exchange, 
and  all  payments  thereafter  are  due  at 
regular  6-month  intervals  with  respect 
to  the  date  of  the  first  pasnnent  (all 
such  payments  being  treat^  under  the 
rule  of  subdivision  (i)  of  this  subpara¬ 
graph  as  due  on  the  nearest  date  which 
marks  a  6-month  interval  from  the  date 
of  the  sale  or  exchange) ,  provided  that 
no  payment  is  actually  due  (before  appli¬ 
cation  of  subdivision  (i)  of  this  subpara¬ 
graph)  more  than  6  months  but  not  more 
than  9  months  from  the  date  of  the  sale 
or  exchange.  The  present  value  of  such 
a  series  of  equal  pasonents  is  computed 
under  Table  II  as  follows: 

(a)  Determine  the  factor  contained  in 
the  applicable  present  value  column 
(that  is,  col.  (a)  or  col.  (b) )  for  the  ap¬ 
propriate  number  of  years  the  final  pay¬ 
ment  under  the  contract  is  deferred; 

(b)  Adjust  the  factor  determined  un¬ 
der  (a)  of  this  subdivision  by  increasing 
such  factor  either  by  0.01961  if  the  pres¬ 
ent  value  computation  is  made  imder 
column  (a)  or  by  0.02439  if  the  present 
value  computation  is  made  under  col¬ 
umn  (b) ;  and 

(c)  Multiply  the  amount  of  a  single 
payment  under  the  contract  by  the  ad¬ 
justed  factor  determined  under  (b)  of 
this  subdivision. 


For  example,  the  present  value,  using  a 
rate  of  4  percent  per  annum  simple  in¬ 
terest,  of  a  series  of  eight  $1,000  pay¬ 
ments,  the  first  pa3rment  being  due  ex¬ 
actly  6  months  from  the  date  of  sale,  and 
the  remaining  seven  pasrments  being  due, 
respectively,  every  6  months  thereafter 
(so  that  under  the  rule  of  subdivision  (i) 
of  this  subparagraph  the  final  payment 
is  deferred  4  years),  is  $7,372.08  ($1,000 
X  7.35247  plus  0.01961)). 

(iv)  Table  II  may  also  be  used,  with 
adjustment,  for  computing  the  present 
value  of  a  series  of  equal  pasrments  un¬ 
der  a  contract  under  which  the  first  pay¬ 
ment  is  due  more  than  6  months  from 
the  date  of  the  sale  or  exchange  and 
is  due  on  the  anniversary  (that  is,  the 
exact  multiple  of  a  6-month  interval) 
of  the  date  of  the  sale  or  exchange,  and 
all  pasrments  thereafter  are  due  at  reg¬ 
ular  6-month  intervals  with  respect  to 
the  date  of  the  first  pa3nnent  (all  such 
pasrments  being  treated  under  the  rule 
of  subdivision  (i)  of  this  subparagraph 
as  due  on  the  nearest  date  which  marks 
a  6-month  interval  from  the  date  of  the 
sale  or  exchange).  The  present  value 
of  such  a  series  of  equal  payments  is 
computed  as  follows: 

(a)  Determine  the  factor  contained 
in  the  applicable  present  value  column 
(that  is,  col.  (a)  or  col.  (b))  for  the 
appropriate  number  of  years  the  final 
pasTnent  under  the  contract  is  deferred; 

(b)  Multiply  the  amount  of  a  single 
payment  under  the  contract  by  the  fac¬ 
tor  determined  under  (a)  of  this  sub¬ 
division; 

(c)  Determine  the  factor  contained 
in  the  applicable  present  value  colmnn 
(that  is,  col.  (a)  or  col.  (b))  for  the 
6-month  period  immediately  preceding 
the  6 -month  period  in  which  the  initial 
payment  under  the  contract  is  due; 

(d)  Multiply  the  amount  of  a  single 
payment  under  the  contract  by  the  factor 
determined  under  (c)  of  this  subdivision; 
and 

(e)  Subtract  the  amount  determined 
under  (d)  of  this  subdivision  from  the 
amount  determined  under  (b)  of  this 
subdivision  to  obtain  the  present  value. 

For  example.  Table  n  may  be  used  to 
compute  the  present  value,  using  a  rate 
of  4  percent  per  annum  simple  interest, 
of  a  series  of  eight  $1,(X)0  payments,  the 
first  payment  being  due  exactly  12 
months  from  the  date  of  sale,  and  the 
remaining  seven  payments  being  due,  re¬ 
spectively,  every  6  months  thereafter  (so 
that  under  the  rule  of  subdivision  (i)  of 
this  subparagraph  the  final  payment  is 
deferred  4.5  years).  Such  computation, 
including  the  adjustment,  is  made  as 
follows: 

$1,000X8.19993  (factor  for  4.5 


years,  col.  (a).  Table  n) _ $8,199.93 

Less  adjustment:  $1,000  X  0.98089 
(factor  for  0.5  year,  col.  (a). 

Table  II) . . .  930.39 


Present  value _  7, 219. 54 

(5)  Instructions  for  Table  III.  (1)  Ta¬ 


ble  Etl  shows  the  present  value  of  a  series 
of  equal  deferred  payments  due  at  12- 
month  Intervals  with  respect  to  the  date 
of  the  sale  or  exchange.  For  purposes 
of  determining  whether  the  payments 
under  a  contract  are  due  at  12-month 
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intervals  and  whether  such  payments  are 
equal  in  amount,  a  payment  shall  be 
treated  as  due  on  the  nearest  date  (to 
the  date  such  pasmient  is  actually  due 
under  the  contract)  which  marks  a  €- 
month  interval  from  the  date  of  the  sale 
or  exchange.  For  example,  a  payment 
due  13  months,  14  months,  or  exactly  15 
months  from  the  date  of  sale  would  be 
treated  as  due  12  months  from  such  date, 
and  a  payment  due  21  months  and  1  day, 
22  months,  or  23  months  from  the  date  of 
sale  would  be  treated  as  due  24  months 
from  such  date. 

(ii)  Table  IH  may  be  iised,  without 
adjustment,  for  computing  the  present 
value  of  a  series  of  equal  pa3nnents,  imder 
a  contract  under  which  the  first  payment 
is  actually  due  more  than  9  months  but 
not  more  than  15  months  from  the  date 
of  the  sale  or  exchange,  and  all  pay¬ 
ments  thereafter  are  due  at  regular  12- 
month  intervals  with  respect  to  the  date 
of  the  first  payment  (all  such  payments 
being  treated  imder  the  rule  of  subdivi¬ 
sion  (i)  of  this  subparagraph  or  due  on 
the  nearest  date  which  marks  a  6-month 
interval  from  the  date  of  the  sale  or  ex¬ 
change).  The  present  value  of  such  a 
series  of  equal  payments  is  computed 
under  Table  m  as  follows: 

(a)  Determine  the  factor  contained  in 
the  applicable  present  value  column 
(that  is,  col.  (a)  or  col.  (b) )  for  the  ap¬ 
propriate  number  of  years  the  final  pay¬ 
ment  under  the  contract  is  deferred; 
and 

(b)  Multiply  the  amoimt  of  a  single 
payment  under  the  contract  by  the  fac¬ 
tor  determined  under  (a)  of  this  sub¬ 
division. 

For  example,  the  present  value,  using  an 
interest  rate  of  5  percent  per  annum, 
compounded  semiannually,  of  a  series  of 
eight  $1,000  payments,  the  first  payment 
being  due  12  months  from  the  date  of 
sale,  and  the  remaining  seven  payments 
being  due,  respectively,  every  12  months 
thereafter  (so  that  under  the  rule  of 
subdivision  (i)  of  this  subparagraph  the 
final  payment  is  deferred  8  years)  is 
$6,446.91  ($1,000X6.44691  (factor  for  8 
years,  col.  (b) ,  Table  ni) ) . 

(ili)  Table  HI  inay  also  be  used,  with 
adjustment,  for  computing  the  present 
value  of  a  series  of  equal  payments  under 
a  contract  in  which  the  first  payment  is 
due  more  than  12  months  from  the  date 
of  the  sale  or  exchange  and  is  due  on 
the  anniversary  (that  is,  the  exact  mul¬ 
tiple  of  a  12-month  interval)  of  the  date 
of  the  sale  or  exchange,  and  all  payments 
thereafter  are  due  at  regular  12-month 
intervals  with  respect  to  the  date  of  the 
first  payment  (all  such  pasmients  being 
treated  under  the  rule  of  subdivision  (i) 
of  this  subparagraph  as  due  on  the  near¬ 
est  date  which  marks  a  6-month  interval 
from  the  date  of  the  sale  or  exchange) . 
The  present  value  of  such  a  series  of 
equal  pasonents  is  computed  under  Table 
mas  follows; 

(a)  Determine  the  factor  contained  in 
the  applicable  present  value  column  (that 
is,  col.  (a)  or  col.  (b))  for  the  w>pro- 
priate  number  of  years  the  final  pa3mient 
under  the  contract  is  deferred ; 

(b)  Multiply  the  amoimt  of  a  single 
pasmient  under  the  contract  by  the  fac¬ 


tor  determined  under  (a)  of  this  subdi¬ 
vision; 

(c)  Determine  the  factor  contained  in 
the  applicable  present  value  column  (that 
is,  col.  (a)  or  col.  (b) )  for  the  year  im¬ 
mediately  preceding  the  year  in  which 
the  initial  payment  under  the  contract  is 
due; 

(d)  Multiply  the  amount  of  a  single 
payment  under  the  contract  by  the  fac¬ 
tor  determined  under  (c)  of  this  subdi¬ 
vision;  and 

(e)  Subtract  the  amount  determined 
under  (d)  of  this  subdivision  from  the 
amount  determined  under  (b)  of  this 
subdivision  to  obtain  the  present  value. 

For  example.  Table  m  may  be  used  to 
compute  the  present  value,  using  an  in¬ 
terest  rate  of  5  percent,  comp>ounded 
semiannually,  of  a  series  of  eight  $1,000 
pasunents,  the  first  payment  being  due 
exactly  3  years  from  the  date  of  sale, 
and  the  remaining  seven  payments  being 
due,  respectively,  every  12  months  there¬ 
after  (so  that  under  the  rule  of  subdivi¬ 
sion  (i)  of  this  subparagraph  the  final 
payment  is  deferred  10  years).  Such 
computation,  including  the  adjustment, 
is  made  as  follows : 


$1,000  X  7.69335  (factor  for  10 

years,  col.  (b) ,  Table  III) _ $7,  698. 35 

Less  adjustment:  $1,000X1.85777 
(factor  for  2  years,  col.  (b). 

Table  ni) _  1,857.77 


Present  value _  5,  840.  58 

If,  in  the  preceding  example,  the  first 


payment  had  been  due  3*/i  years  (in¬ 
stead  of  3  years)  from  the  date  of  sale, 
the  method  of  computation  described 
could  not  be  used  and  Table  I  should  be 
used  for  the  present  value  computation. 

§  1.483—2  Treatment  as  interest  for 
purposes  of  Code;  exceptions  and 
limitations  to  application  of  section 
483. 

(a)  Treatment  as  interest  for  purposes 
of  Code — (1)  Effect  on  income,  deduc¬ 
tions.  basis,  etc. — (i)  In  general.  Gener¬ 
ally,  a  contract  under  which  there  is  total 
unstated  interest  (within  the  meaning  of 
section  483(a))  shall  be  treated  as  if 
such  interest  were  actually  provided  for 
in  the  contract,  and  such  unstated  in¬ 
terest  shall  constitute  interest  for  all 
purposes  of  the  Code.  Thus,  for  ex¬ 
ample,  except  as  provided  in  paragraph 
(b)  (1)  of  this  section,  in  the  case  of  a 
sale  of  property,  total  unstated  interest 
shall  not  be  treated  as  part  of  the  sell¬ 
ing  price  of  such  property.  Unless  un¬ 
stated  interest  is  charged  to  the  capital 
account  under  section  266  (relating  to 
carrying  charges) ,  the  basis  to  the  pur¬ 
chaser  of  property  sold  or  exchanged 
shall  not  include  any  amount  treated  by 
the  purchaser  as  total  unstated  interest 
under  the  contract  pursuant  to  section 
483.  For  rules  relating  to  the  effect  on 
basis  of  a  change  in  the  terms  of  the  con¬ 
tract,  see  paragraph  (f)  (3)  of  S  1.483-1. 

(ii)  Cash  and  accrual  method  of  re¬ 
porting  unstated  interest  income  and  de¬ 
ductions.  Any  amount  treated  as  inter¬ 
est  under  section  483  by  the  seller  shall 
be  included  as  interest  income  for  the 
taxable  year  in  which  the  payment  is  re¬ 
ceived  in  the  case  of  a  cash  method  tax¬ 


payer  and  for  the  taxable  year  in  which 
the  payment  is  due  in  the  case  of  an  ac¬ 
crual  method  taxpayer.  Any  amount 
treated  as  interest  under  section  483  by 
the  purchaser  shall  (if  otherwise  allow¬ 
able)  be  deducted  as  interest  for  the  tax¬ 
able  year  in  which  the  payment  is  made 
in  the  case  of  a  cash  method  taxpayer 
and  for  the  taxable  year  in  which  the 
payment  is  due  in  the  case  of  an  accrual 
method  taxpayer.  Notwithstanding  the 
rules  of  this  subdivision  with  respect  to 
unstated  Interest,  interest  which  is  stated 
in  the  contract  shall  be  treated  in  ac¬ 
cordance  with  the  rules  of  the  Code 
otherwise  applicable.  For  rules  relating 
to  defaults,  see  paragraph  (f)(1)  of 
§  1.483-1. 

(ill)  Example.  The  provisions  of  sub¬ 
division  (ii)  of  this  subparagraph  may  be 
illustrated  by  the  following  example; 

Example.  On  December  31,  1963,  A,  a  cal¬ 
endar  year  accrual  method  taxpayer,  sells 
property  to  B,  a  calendar  year  cash  method 
taxpayer,  under  a  contract  which  provides 
that  B  is  to  make  three  payments  of  $2,000 
each,  such  payments  being  due,  respectively, 
as  of  December  31,  1966,  1967,  and  1968. 
No  interest  is  provided  for  in  the  contract. 
Assume  that  the  total  unstated  interest  un¬ 
der  the  contract  is  $1,071.50  and  that  the 
portion  of  each  payment  which  is  treated  as 
Interest  is  $357.17.  B  makes  the  first  two 
payments  on  time,  but  the  third  payment  is 
not  made  until  January  31,  1969.  For  1964 
and  1965,  A  does  not  include,  nor  does  B 
deduct,  any  amount  as  interest  with  respect 
to  the  contract.  For  1966  and  1967,  A  in¬ 
cludes  $357.17  each  year  as  interest  income 
and  B  deducts  the  same  amount  each  year 
as  an  interest  expense.  For  1968,  A  includes 
$357.17  as  accrued  interest  Income  but  B  is 
not  entitled  to  an  interest  deduction.  For 
1969,  B  may  deduct  $357.17  as  an  interest 
expense  with  respect  to  the  contract. 

(2)  Other  effects  of  treating  portion 
of  sales  price  as  unstated  interest.  This 
subparagraph  sets  forth  some  illustra¬ 
tions  of  the  effects  of  treating  a  portion 
of  the  sales  price  as  unstated  interest. 
These  illustrations  are  not  all-inclusive. 
The  treatment  as  unstated  interest  un¬ 
der  section  483  of  a  portion  of  a  payment 
which  would  otherwise  be  treated  as  part 
of  the  sales  price  may  have  the  effect  of 
Increasing  the  amount  of  a  nondeduct- 
Ible  loss  because  of  the  application  of 
section  165(c)  (relating  to  limitation  on 
losses  of  individuals)  or  of  an  unallow¬ 
able  deduction  because  of  section  267 
(relating  to  losses,  expenses,  and  inter¬ 
est  with  respect  to  transactions  between 
related  taxpayers),  or  of  changing  the 
character  of  gains  and  losses  or  increas¬ 
ing  the  amount  of  an  allowable  loss  un¬ 
der  section  1231  (relating  to  property 
used  in  the  trade  or  business).  Such 
treatment  may  affect  eligibility  to  use 
the  installment  method  of  accounting 
under  section  453(b)  (2)  (relating  to  lim¬ 
itation  on  installment  method),  except 
that  section  483  shall  have  no  effect  in 
determining  whether  payments  received 
prior  to  January  1,  1964,  in  the  taxable 
year  of  sale  exceed  30  percent  of  the 
selling  price  of  the  property.  Further¬ 
more,  such  treatment  may  affect  quali¬ 
fication  of  a  stock  option  under  section 
422(b)(4)  (relating  to  qualified  stock 
options).  Amounts  treat^  as  unstated 
interest  under  section  483  may,  if  other- 
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vise  qualified  under  section  266  (relating 
to  carrying  charges) ,  be  charged  to  the 
capital  account.  The  treatment  of  any 
portion  of  voting  stock  as  interest  imder 
section  483  will  not  prevent  an  other¬ 
wise  eligible  acquisition  from  qualifying 
as  a  reorganization  under  section  368(a) 

(1)  (relating  to  definitions  of  corporate 
reorganizations) ,  Unstated  interest 
shall  be  treated  as  interest  for  purposes 
of  applying  the  source  rules  contained  in 
section  861(a)(1)  (relating  to  income 
from  sources  within  the  United  States) 
and  section  862(a)(1)  (relating  to  in¬ 
come  from  sources  without  the  United 
States) ,  and  for  purposes  of  computing 
the  amount  of  personal  holding  company 
income  under  section  543  (relating  to 
personal  holding  company  income)  and 
section  1372(e)(5)  (relating  to  election 
by  a  small  business  corporation) . 

(b)  Exceptions  and  limitations  to  the 
application  of  section  483 — (1)  Sales 
price  of  $3,000  or  less — (1)  Determination 
of  sales  price.  Section  483  shall  not  ap¬ 
ply  to  any  pajrment  on  accoimt  of  the 
sale  or  exchange  of  property  if  it  can 
be  determined  at  the  time  of  such  sale  or 
exchange  that  the  sales  price  cannot 
excee^  $3,000.  For  purposes  of  deter¬ 
mining  the  amount  of  the  sales  price,  the 
amount  of  any  downpasmaent  and  any 
amount  treated  as  unstated  interest  un¬ 
der  section  483  shall  be  included,  but 
interest  provided  for  in  the  contract  shall 
not  be  included.  If  property  which  Is 
encumbered  by  a  liability  is  sold  or  ex¬ 
changed,  the  amount  of  the  liability 
(whether  the  property  is  merely  taken 
subject  to  the  liability  or  whether  the 
liability  is  assumed  by  the  purchaser) 
shall  be  Included  as  a  part  of  the  sales 
price.  The  $3,000  exce^ion  provided  by 
this  subparagraph  does  not  apply  to  a 
contract  under  which  pasmients  are  in- 
dehnite  as  to  liability  or  amount  if  the 
total  of  the  payments  (exclusive  of  in¬ 
terest  specified  in  the  contract)  due  im¬ 
der  the  contract  could  exceed  $3,000, 
notwithstanding  that  such  pasmnents  do 
not  subsequently  exceed  such  amount. 
If  the  district  director  ascertains  from 
the  surrounding  facts  and  circumstances 
that  a  single  transaction  with  a  sales 
price  in  excess  of  $3,000  has  been  frag¬ 
mented  into  more  than  one  separate 
transaction  each  with  a  sales  price  less 
than  $3,000  in  order  to  avoid  the  opera¬ 
tion  of  tile  provisions  of  section  483,  he 
may  determine  that  section  483  applies. 

(li)  Examples.  The  provisions  of  this 
subparagraph  may  be  illustrated  by  the 
following  examples: 

Example  {!).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  four  payments  of 
•TOO  each,  such  pa3rments  being  due,  re¬ 
spectively,  every  6  months  tor  the  next  2 
years.  No  interest  is  provided  for  in  the  con¬ 
tract.  Since  the  total  sales  price  ($2,800) 
under  the  contract  is  not  in  excess  of  $3,000, 
section  483  does  not  apply. 

Example  (2).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  four  payments  as 
follows:  $721  ($700  principal  plus  $21  in¬ 
terest),  $742  ($700  principal  plus  $43  in¬ 
terest),  $768  ($700  principal  plus  $63  in¬ 
terest),  and  $784  ($700  principal  plus  $84 

interest),  such  payments  being  due,  respec¬ 
tively,  every  6  months  for  the  next  2  years. 
Since  the  total  sales  price  ($2,800)  exclusive 


of  stated  interest  ($210)  does  not  exceed 
$3,000,  section  483  does  not  apply,  even 
though  the  total  dollar  amount  of  the  con¬ 
tract,  including  both  principal  and  stated 
interest  ($3,010),  exceeds  $3,000. 

Example  (3).  On  December  31,  1963,  A 
sells  property  to  B  under  a  contract  which 
provides  that  B  is  to  make  three  payments 
of  $800  each,  such  payments  being  due 
June  30,  1964,  December  31,  1964,  and  June 

30,  1965.  A  fourth  payment  of  $800  is  to 
be  made  on  December  31,  1965,  but  only 
if  the  profit  derived  from  the  property  ex¬ 
ceeds  an  amount  specified  in  the  contract. 
No  interest  is  provided  for  in  the  contract. 
Section  483  applies  to  the  contract  even 
though  the  three  definite  payments  ($2,400) 
do  not  exceed  $3,000,  because  the  total  pay¬ 
ments  due  under  the  contract  could  exceed 
such  amount.  Furthermore,  section  483  ap¬ 
plies  even  though,  subsequently,  the  profit 
derived  from  the  property  does  not  exceed  the 
amount  specified  in  the  contract,  so  that 
only  $2,400  is  actually  paid  under  the 
contract. 

Example  (4) .  A  divides  a  100  acre  tract  of 
unimproved  real  property  into  fom:  equal 
parcels  and  sells  them  to  B  under  four  sepa¬ 
rate  contracts  dated,  respectively,  December 

31.  1968,  January  31,  1964,  February  29,  1964, 
and  March  30,  1964.  Each  contract  provides 
for  payments  of  $1,000  at  the  time  of  sale 
and  $1,000  at  the  end  of  1  year.  No  interest 
is  provided  in  any  of  the  contracts.  The 
district  director  may  determine  that  section 
483  applies  to  the  four  contracts  if  he  ascer¬ 
tains  that  a  single  transaction  with  a  sales 
price  in  excess  of  $3,000  has  been  fragmented 
into  four  separate  transactions  each  with  a 
sales  price  less  than  $3,000  in  order  to  avoid 
the  operation  of  the  provisions  of  section  483. 

(2)  Carrying  charges.  In  the  case  of 
the  purchaser,  the  tsix  treatment  of 
amounts  paid  on  account  of  the  sale  or 
exchange  of  property  shall  be  determined 
without  regard  to  section  483  if  such 
amounts  are  treated  under  section  163 
(b)  (relating  to  deduction  for  interest 
on  certain  installment  purchases)  as  if 
they  included  interest.  Accordingly,  if 
the  provisions  of  section  163(b)  apply  to 
a  contract,  the  purchaser  shall,  with  re¬ 
spect  to  payments  under  the  contract, 
compute  his  interest  deductions  under 
that  section  (without  regard  to  section 
483),  even  though  such  amount  differs 
from  the  amount  to  be  treated  as  inter¬ 
est  income  by  the  seller  as  computed 
imder  the  provisions  of  section  483. 

(3)  Capital  asset  or  section  1231  prop¬ 
erty — (i)  Treatment  of  seller.  In  the 
case  of  the  seller,  the  determination  of 
the  tax  treatment  of  any  amounts  re¬ 
ceived  on  account  of  the  sale  or  exchange 
of  property  shall  be  made  without  regard 
to  section  483  if  no  part  of  any  gain  on 
such  sale  or  exchange  would  (if  the 
property  were  sold  at  a  gain)  be  con¬ 
sidered  as  gain  from  the  sale  or  exchange 
of  a  capital  asset  or  property  described  in 
section  1231  (relating  to  property  used 
in  the  trade  or  business  and  involuntary 
conversions) .  The  determination  of 
whether  the  exception  of  the  preceding 
sentence  applies  shall  be  made  without 
regard  to  whether  any  gain  or  loss  is 
realized  on  the  sale  or  exchange,  whether 
any  realized  gain  or  loss  would  be  recog¬ 
nized,  or  whether  some  other  provision 
of  law,  such  as  section  1245  (relating  to 
gain  from  dispositions  of  certain  depre¬ 
ciable  property)  or  section  1250  (relating 
to  gain  from  dispositions  of  certain  de¬ 
preciable  realty)  applies,  or  would  apply, 
to  some  or  all  of  the  gain.  For  example. 


the  provisions  of  section  483  apply  to  de¬ 
ferred  payments  of  stock  or  securities  by 
a  corporation  which  is  a  party  to  a  re¬ 
organization,  notwithstanding  that  under 
section  354(a)  no  gain  or  loss  is  recog¬ 
nized  on  the  transaction.  Similarly, 
the  provisions  of  section  483  apply  to  de¬ 
ferred  payments  made  to  a  corporation 
•for  its  stock,  notwithstanding  the  non¬ 
recognition  of  gain  or  loss  to  the  corpo¬ 
ration  under  section  1032  (relating  to 
exchange  of  stock  for  property) . 

(il)  Treatment  of  purchaser.  The 
purchaser  under  a  contract  under  which 
there  are  pasmaents  to  which  section  483 
applies  shall  determine  the  amount  of 
any  interest  deduction  under  such  sec¬ 
tion,  notwithstanding  that  section  483 
does  not  apply  to  the  seller  because  of 
the  provisions  of  subdivision  (i)  of  this 
subparagraph. 

(4)  Sales  or  exchanges  of  patents. 
Section  483  does  not  apply  to  any  pay¬ 
ments  made  pursuant  to  a  transfer  de¬ 
scribed  in  section  1235(a)  (relating  to 
sale  or  exchange  of  patents) .  The  pre¬ 
ceding  sentence  does  not  apply  to  trans¬ 
fers,  which  are  not  described  in  section 
1235(a)  but  which  receive  capital  gain 
treatment  under  another  section  of  the 
Code. 

(5)  Annuities.  Section  483  does  not 
apply  to  any  amount  the  liability  for 
which  depends  in  whole  or  in  part  on 
the  life  expectancy  of  one  or  more  indi¬ 
viduals  and  which  constitutes  an  amount 
received  as  an  annuity  to  which  section 
72  (relating  to  annuities,  etc.)  applies. 
Thus,  in  the  case  of  both  the  purchaser 
and  the  seller,  any  such  amount  is  not 
considered  a  payment  to  which  section 
483  applies. 

Par.  4.  Section  1.861-2  is  amended  by 
revising  so  much  of  paragraph  (a)  as 
precedes  subparagraph  (1)  of  such  par¬ 
agraph.  The  amended  provision  reads 
as  follows: 

§  1.861—2  Interest. 

(a)  General.  There  shall  be  included 
in  gross  income  from  sources  within  the 
United  States  all  Interest  (including  in¬ 
terest  on  certain  deferred  pasmaents,  as 
provided  in  section  483  and  the  regula¬ 
tions  thereunder)  received  or  accrued, 
as  the  case  may  be,  from  the  United 
States,  any  Territory,  any  political  sub¬ 
division  of  a  Territory,  or  the  District  of 
Columbia,  and  interest  on  bonds,  notes, 
or  other  interest-bearing  obligations  of 
residents  of  the  United  States,  whether 
corporate  or  otherwise,  except — 

•  •  •  •  • 
IF.B.  Doc.  65-3924;  Filed,  Apr.  19,  1965; 
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[  26  CFR  Part  1  ] 

INCOME  TAXES 

Special  Rules  for  Determining  Credit 
for  Foreign  Income  Taxes  of  Con¬ 
trolled  Foreign  Corporation 

Notice  Is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act.  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap- 
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proval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sug¬ 
gestions  pertaining  thereto  which  are 
submitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention:  CC:LR:T,  Washington,  D.C., 
20224,  within  the  period  of  30  days  from 
the  date  of  publication  of  this  notice 
in  the  Federal  Register.  Any  person 
submitting  written  comments  or  sug¬ 
gestions  who  desires  an  opportunity  to 
comment  orally  at  a  public  hearing  on 
these  proposed  regulations  should  sub¬ 
mit  his  request,  in  writing,  to  the  Com¬ 
missioner  within  the  30-day  period.  In 
such  case,  a  public  hearing  will  be  held, 
and  notice  of  the  time,  place,  and  date 
will  be  published  in  a  subsequent  issue 
of  the  Federal  Register.  The  proposed 
regulations  are  to  be  issued  imder  the 
authority  contained  in  section  7805  of 
the  Internal  Revenue  Code  of  1954  (68A 
Stat.^17;  26  U.S.C.  7805) . 

[seal]  Sheldon  S.  Cohen, 

Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regifiations  (26  CFR  Part  1)  to  section 
960  of  the  Internal  Revenue  Code  of  1954, 
as  added  by  section  12(a)  of  the  Revenue 
Act  of  1962  (76  Stat.  1006),  such  regu¬ 
lations  are  amended  as  follows: 

Paragraph  1.  There  are  inserted  im¬ 
mediately  after  §  1.959-4  the  following 
new  sections: 

§  1.960  Statutory  provisions;  special 
rules  for  foreig^i  tax  credit. 

Sec.  960.  Special  rules  for  foreign  tax 
credit — (a)  Taxes  paid  by  a  foreign  corpora¬ 
tion — ( 1 )  General  rule.  For  purposes  of  sub¬ 
part  A  of  this  part,  if  there  Is  included,  under 
section  951(a),  in  the  gross  income  of  a 
domestic  corporation  any  amount  attrib¬ 
utable  to  earnings  and  profits — 

(A)  Of  a  fcH'eign  corporation  at  least  10 
percent  of  the  voting  stock  of  which  is  owned 
by  such  domestic  corporation,  or 

(B)  Of  a  foreign  corporation  at  least  50 
percent  of  the  voting  stock  of  which  is  owned 
by  a  foreign  corporation  at  least  10  percent 
of  the  voting  stock  of  which  is  in  turn 
owned  by  such  domestic  corporation, 

then,  under  regulations  prescribed  by  the 
Secretary  or  his  delegate,  such  domestic 
corporation  shall  be  deemed  to  have  paid  the 
same  proportion  of  the  total  income,  war 
profits,  and  excess  profits  taxes  paid  (or 
deemed  paid)  by  such  foreign  corporation 
to  a  foreign  country  or  possession  of  the 
United  States  for  the  taxable  year  on  or  with 
respect  to  the  earnings  and  profits  of  such 
foreign  corporation  which  the  amount  of 
earning^s  and  profits  of  such  foreign  corpcva- 
tion  so  included  in  gross  Income  of  the  do¬ 
mestic  corporation  bears  to — 

(C)  If  the  foreign  corporation  at  least  10 
percent  of  the  voting  stock  of  which  is  owned 
by  such  domestic  corporation  referred  to  in 
subparagraph  (A)  or  (B)  is  not  a  less  de¬ 
veloped  country  corporation  (as  defined  in 
section  902(d))  for  such  taxable  year,  the 
entire  amount  of  the  earnings  and  profits 
of  such  foreign  corporation  for  such  taxable 
year,  or 

(D)  If  the  foreign  corporation  at  least  10 
percent  of  the  voting  stock  of  which  is  owned 
by  such  domestic  corporation  referred  to  in 
subparagraph  (A)  or  (B)  is  a  less  developed 
country  corporation  (as  defined  in  section 
902(d))  for  such  taxable  year,  the  sum  of 
the  entire  amount  of  the  earnings  and  profits 
of  such  foreign  corporation  for  such  taxable 


year  and  the  total  income,  war  profits,  and 
excess  profits  taxes  paid  by  such  foreign 
corporation  to  foreign  countries  or  posses¬ 
sions  of  the  United  States  for  such  taxable 
year. 

(2)  Taxes  previously  deemed  paid  by  do¬ 
mestic  corporation.  If  a  domestic  corpora¬ 
tion  receives  a  distribution  from  a  foreign 
corptoratlon,  any  portion  of  which,  is  ex¬ 
cluded  from  gross  Income  under  section  959, 
the  income,  war  profits,  and  excess  profits 
taxes  paid  or  deemed  paid  by  such  foreign 
corporation  to  any  foreign  country  or  to  any 
possession  of  the  United  States  in  connection 
with  the  earnings  and  profits  of  such  foreign 
corporation  from  which  such  distribution  is 
made  shall  not  be  taken  into  account  for 
purposes  of  section  902,  to  the  extent  such 
taxes  were  deemed  paid  by  a  domestic  cor¬ 
poration  under  paragraph  (1)  for  any  prior 
taxable  year. 

(3)  Taxes  paid  by  foreign  corporation  and 
not  previously  deemed  paid  by  domestic  cor¬ 
poration.  Any  portion  of  a  distribution 
from  a  foreign  corporation  received  by  a 
domestic  corporation  which  is  excluded 
from  gross  income  under  section  959(a)  shall 
be  treated  by  the  domestic  corporation  as  a 
dividend,  solely  for  purposes  of  taking  into 
account  under  section  902  any  income,  war 
profits,  or  excess  profits  taxes  paid  to  any 
foreign  country  or  to  any  possession  of  the 
United  States,  on  or  with  respect  to  the  ac¬ 
cumulated  profits  of  such  foreign  corpora¬ 
tion  from  which  such  distribution  is  made, 
which  were  not  deemed  paid  by  the  domes¬ 
tic  corporation  under  paragraph  (1)  for  any 
prior  taxable  year. 

(b)  Special  rules  for  foreign  tax  credit  in 
year  of  receipt  of  previously  taxed  earnings 
and  profits — (1)  Increase  in  section  904  lim¬ 
itation.  In  toe  case  of  any  taxpayer  who— 

(A)  Either  (1)  chose  to  have  the  benefits 
of  subpart  A  of  this  part  for  a  taxable  year 
in  which  he  was  required  under  section  951 
(a)  to  Include  in  his  gross  income  an  amount 
in  respect  of  a  controlled  foreign  corporation, 
or  (il)  did  not  pay  or  accrue  for  such  taxable 
year  any  income,  war  profits,  or  excess  profits 
taxes  to  any  foreign  country,  or  to  any  pos¬ 
session  of  the  United  States,  and 

(B)  Chooses  to  have  the  benefits  of  sub¬ 
part  A  of  this  part  for  the  taxable  year  in 
which  he  receives  a  distribution  or  amoimt 
which  is  excluded  from  gross  income  under 
section  959(a)  and  which  is  attributable  to 
earnings  and  profits  of  the  controlled  foreign 
corporation  which  was  Included  in  his  gross 
Income  for  the  taxable  year  referred  to  in 
subparagraph  ( A) ,  and 

(C)  For  toe  taxable  year  in  which  such 
distribution  or  amount  is  received,  pays,  or 
is  deemed  to  have  paid,  or  accrues  Income, 
war  profits,  or  excess  profits  taxes  to  a  for¬ 
eign  country  or  to  any  possession  of  the 
United  States  with  respect  to  such  distri¬ 
bution  or  amount, 

the  applicable  limitation  under  section  904 
for  the  taxable  year  in  which  such  distribu¬ 
tion  or  amount  is  received  shall  be  increased 
as  provided  in  paragraph  (2),  but  such  in¬ 
crease  shall  not  exceed  the  amount  of  such 
taxes  paid,  or  deemed  paid,  or  accrued  with 
respect  to  such  distribution  or  amount. 

(2)  Amount  of  increase.  The  amount  of 
increase  of  the  applicable  limitation  under 
section  904(a)  for  toe  taxable  year  in  which 
the  distribution  or  amount  referred  to  in 
paragraph  (1)(B)  is  received  shall  be  an 
amount  equal  to — 

(A)  The  amount  by  which  the  applicable 
limitation  under  section  904(a)  for  toe  tax¬ 
able  year  referred  to  in  paragraph  (1)(A) 
was  Increased  by  reason  of  the  inclusion  in 
gross  income  under  section  951  (a)  of  the 
amount  in  respect  of  the  controlled  foreign 
corporation,  reduced  by 

(B)  The  amount  of  any  income,  war  prof¬ 
its,  and  excess  profits  taxes  paid,  or  deemed 
paid,  or  accrued  to  any  foreign  country  or 


possession  of  the  United  States  which  were 
allowable  as  a  credit  under  section  90l  for 
the  taxable  year  referred  to  in  paragraph 
(1)  (A)  and  which  would  not  have  been  al- 
lowable  but  for  the  inclusion  in  gross  Income 
of  the  amount  described  in  subparagranh 
(A). 

(3)  Cases  in  which  taxes  not  to  be  al¬ 
lowed  as  deduction.  In  the  case  of  any  tax- 
payer  who — 

(A)  Chose  to  have  toe  benefits  of  subpart 
A  of  this  part  for  a  taxable  year  in  which  he 
was  required  under  section  951(a)  to  include 
in  his  gross  Income  an  amount  in  respect  of 
a  controlled  foreign  corporation,  and 

(B)  Does  not  choose  to  have  the  bene¬ 
fits  of  subpart  A  of  this  part  for  the  taxable 
year  in  which  he  receives  a  distribution  or 
amount  which  is  excluded  from  gross  income 
under  section  959(a)  and  which  is  attributa¬ 
ble  to  earnings  and  profits  of  the  controlled 
foreign  corporation  which  was  included  In 
his  gorss  Income  for  the  taxable  year  referred 
to  in  subparagraph  (A) , 

no  deduction  shall  be  allowed  under  section 
164  for  the  taxable  year  in  which  such  dis¬ 
tribution  or  amount  is  received  for  any  in¬ 
come,  war  profits,  or  excess  profits  taxes 
paid  or  accrued  to  any  foreign  country  or 
to  any  possession  of  the  United  States  on  or 
with  respect  to  such  distribution  or  amount. 

(4)  Insufficient  taxable  income.  If  an  in¬ 
crease  in  the  limitation  under  this  subsection 
exceeds  the  tax  imposed  by  this  chapter  for 
such  year,  the  amount  of  such  excess  shall 
be  deemed  an  overpayment  of  tax  for  such 
year. 

[Sec.  960  as  added  by  sec.  12(a) ,  Rev.  Act  1962 
(76  Stat.  1006)  ] 

§  1.960—1  Foreign  tax  credit  with  re¬ 
spect  to  undistributed  earnings  and 
profits  of  controlled  foreign  corpora¬ 
tions. 

(a)  Scope  of  regulations  under  section 
960.  This  section  prescribes  rules  for 
determining  the  foreign  income  taxes 
deemed  paid  under  section  960(a)  (1)  by 
a  domestic  corporation  which  is  required 
under  section  951  to  include  in  gross  in¬ 
come  an  amount  attributable  to  a  first- 
tier  or  second-tier  corporation’s  earnings 
and  profits.  Section  1.960-2  prescribes 
rules  for  applying  section  902  to  divi¬ 
dends  paid  by  a  second-tier  corporation 
or  a  first-tier  corporation  from  earn¬ 
ings  and  profits  attributable  to  amounts 
which  are,  or  have  been,  included  in 
gross  income  under  section  951.  Sectiim 

1.960- 3  provides  special  rules  for  the  ap¬ 
plication  of  the  gross-up  provisions  of 
section  78  where  amounts  are  included 
in  gross  income  under  section  951.  Sec¬ 
tion  1.966-4  prescribes  rules  for  increas¬ 
ing  the  applicable  foreign  tax  credit 
limitation  under  section  904 (a)  of  the 
domestic  corporation  for  the  taxable  year 
in  which  it  receives  a  distribution  of 
earnings  and  profits  in  respect  of  which 
it  was  required  under  section  951  to  in¬ 
clude  an  amount  in  its  gross  income  for 
a  prior  taxable  year.  Section  1.960-5 
prescribes  rules  for  disallowing  a  deduc¬ 
tion  for  foreign  income  taxes  for  such 
taxable  year  of  receipt  where  the  do¬ 
mestic  corporation  received  the  benefits 
of  the  fordgn  tax  credit  for  such  prior 
taxable  year  of  inclusion.  Secticm 

1.960- 6  provides  that  the  excess  of  such 
an  incresise  in  the  am^licable  limitation 
imder  section  904(a)  over  the  tax  lia¬ 
bility  of  the  domestic  corporation  for 
such  taxable  year  of  receipt  results  in  an 
overpayment  of  tax. 
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(b)  Definitions.  For  purposes  of  sec¬ 
tion  960  and  §§  1.960-1  through  1.960-6 — 

(1)  First-tier  corporation.  The  term 
“first-tier  corporation”  means  a  foreign 
corporation  at  least  10  percent  of  the 
voting  stock  of  which  is  owned  by  the 
domestic  corporation  described  in  para¬ 
graph  (a)  of  this  section. 

(2)  Second-tier  corporation.  The 
term  “second-tier  corporation”  means  a 
foreign  corporation  at  least  50  percent 
of  the  voting  stock  of  which  is  owned  by 
such  first-tier  corporation. 

(3)  Foreign  income  taxes.  The  term 
“foreign  income  taxes”  means  income, 
war  profits,  and  excess  profits  taxes,  and 
taxes  included  in  the  term  “income,  war 
profits,  and  excess  profits  taxes”  by 
reason  of  section  903,  imposed  by  a  for¬ 
eign  country  or  a  possession  of  the 
United  States. 

(4)  Less  developed  country  corpora¬ 
tion.  The  term  “less  developed  country 
corporation”  means  a  less  developed 
country  corporation  as  defined  in  section 
902(d)  and  §  1.902-4. 

(c)  Amount  of  foreign  income  taxes 
deemed  paid  by  domestic  corporation  in 
respect  of  undistributed  earnings  and 
profits  of  controlled  foreign  corpora¬ 
tion — (1)  In  general.  For  purposes  of 
section  901,  if  for  the  taxable  year  there 
is  included  in  the  gross  Income  of  a  do¬ 
mestic  corporation  imder  section  951  an 
amount  attributable  to  the  earnings  and 
profits  of  a  first-tier  corporation  or  of 
a  second-tier  corporation  for  any  taxable 
year,  such  domestic  corporation  shall  be 
deemed  to  have  paid  the  same  proportion 
of  the  total  foreign  income  taxes  paid, 
accrued,  or  deemed  (in  accordance  with 
paragraph  (b)  of  §  1.960-2)  to  be  paid, 
by  such  first-tier  or  second-tier  corpo¬ 
ration,  as  the  case  may  be,  on  or  with 
respect  to  the  earnings  and  profits  of 
such  foreign  corporation  for  its  taxable 
year  as  the  amount  so  included  in  the 
gross  income  of  the  domestic  corpora¬ 
tion  under  section  951  with  respect  to 
such  foreign  corporation  bears  to  the 
total  earnings  and  profits  of  such  foreign 
corporation  for  its  taxable  year. 

(2)  Taxes  paid  or  accrued  on  or  with 
respect  to  earnings  and  profits  of  fofr- 
eign  corporation — (i)  Rule  where  first- 
tier  corporation  is  not  a  less  developed 
country  corporation.  For  purposes  of 
subparagraph  (1)  of  this  paragraph, 
where  the  first-tier  corporation  is  not  a 
less  developed  country  corporation  for 
the  taxable  year  or  years  described  in 
paragraph  (e)  of  this  section,  the  for¬ 
eign  income  taxes  paid  or  accrued  by 
such  first-tier  corporation  or  its  second- 
tier  corporation,  as  the  case  may  be,  on  or 
with  respect  to  its  earnings  and  profits 
for  its  taxable  year  shall  be  the  total 
amount  of  the  foreign  income  taxes  paid 
or  accrued  by  such  foreign  corporation 
for  such  taxable  year. 

(il)  Rule  where  first-tier  corporation 
is  a  less  developed  country  corporation. 
For  purposes  of  subparagraph  (1)  of  this 
paragraph,  where  the  first-tier  corpora¬ 
tion  is  a  less  developed  coimtry  corpora¬ 
tion  for  the  taxable  year  or  years  de¬ 
scribed  in  paragraph  (e)  of  this  section, 
the  foreign  income  taxes  paid  or  accrued 
by  such  first-tier  corporation  or  its 
second-tier  corporation,  as  the  case  may 
be,  on  or  with  respect  to  its  earnings  and 


profits  for  its  taxable  year  shall  be  the 
same  proportion  of  the  total  foreign  in¬ 
come  taxes  paid  or  accrued  by  such 
foreign  corporation  for  such  taxable 
year  as  the  earnings  and  profits  of  such 
corporation  for  such  taxable  year  bear 
to  the  sum  of  its  earnings  and  profits  and 
its  total  foreign  income  taxes  for  such 
year. 

(3)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  {1).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation.  Both  corporations  use 
the  calendar  year  as  the  taxable  year.  For 
1965,  N  Corporation  is  required  tmder  section 
951  to  include  in  gross  income  $50  attribut¬ 
able  to  the  earnings  and  profits  of  A  Corpora¬ 
tion  for  such  year,  but  A  Corporation  does 
not  distribute  any  earnings  and  profits  for 
such  year.  The  foreign  income  taxes  paid 
by  A  Corporation  for  1965  which  are  deemed 
paid  by  N  Corporation  for  such  year  under 
section  960(a)(1)(C)  are  determined  as 
follows  upon  the  basis  of  the  facts  assvimed: 


Pretax  earnings  and  profits  of  A 

Corporation  _ $100.00 

Foreign  income  taxes _  20. 00 

Earnings  and  profits _  80.  00 

Amount  required  to  be  Included  in 
N  Corporation’s  gross  Income 

under  sec.  951 _  50.  00 

Dividends  paid  to  N  Corporation —  0. 

Foreign  income  taxes  of  A  Corpora¬ 
tion  deemed  paid  by  N  Corpora¬ 
tion  under  sec.  960(a)(1)(C) 
($50/$80X$20)  .  12.50 


Example  (2).  The  facts  are  the  same  as 
in  example  (1)  except  that  for  1965  A  Cor¬ 
poration  is  a  less  developed  country  corpora¬ 
tion.  The  foreign  Income  taxes  paid  by  A 
Corporation  for  1965  which  are  deemed  paid 
by  N  Corporation  for  such  year  under  sec¬ 
tion  960(a)(1)(D)  are  determined  as  fol¬ 
lows  : 

Foreign  income  taxes  paid  on  or  with 
respect  to  earnings  and  profits  of 

A  Corporation  ($80/$100X$20) _ $16.00 

Foreign  Income  taxes  of  A  Corpora¬ 
tion  deemed  paid  by  N  Corporation 
under  sec.  960(a)(1)(D)  ($50/$80 
X$16)  _ _ _  10.00 

Example  (3).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
coimtry  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  is  required  under  section  951 
to  include  in  gross  Income  $45  attributable  to 
the  earnings  and  profits  of  B  Corporation 
for  such  year,  but  is  not  required  to  include 
any  amount  in  gross  Income  under  section 
951  attributable  to  the  earnings  and  profits 
of  A  Corporation  for  such  year.  Neither  B 
Corporation  nor  A  Corporation  distributes 
any  earnings  and  profits  for  1965.  The  for¬ 
eign  income  taxes  paid  by  B  Corporation  for 
1965  which  are  deemed  paid  by  N  Corporation 
for  such  year  under  section  960(a)(1)(C) 
are  determined  as  follows  upon  the  basis  of 
the  facts  assumed: 


Pretax  earnings  and  profits  of  B 

Corporation  _ $100. 00 

Foreign  income  taxes _  40. 00 

Earnings  and  profits _  60.00 

Amounts  required  to  be  Included  in 
N  Corporation’s  gross  Income  un¬ 
der  sec.  951  with  respect  to  B 

Corporation _  45. 00 

Dividends  paid _  0 

Foreign  Income  taxes  of  B  Corpo¬ 
ration  deemed  paid  by  N  Corpo¬ 
ration  under  sec.  960(a)(1)(C) 
($45/$60X$40)  . 30.00 


Example  (4).  The  facts  are  the  same  as 
in  example  (3)  except  that  for  1965  A 
Corporation  is  a  less  developed  country 
corporation.  The  foreign  income  taxes 
paid  by  B  Corporation  for  1965  which  are 
deemed  paid  by  N  Corporation  for  such  year 
under  section  960(a)(1)(D)  are  determined 
as  follows : 

Foreign  income  taxes  paid  on  or  with 

respect  to  earnings  and  profits  of 

B  Corporation  ($60/$100X$40) $24.00 

Foreign  Income  taxes  of  B  Corpora¬ 
tion  deemed  paid  by  N  Corpora¬ 
tion  under  sec.  960(a)(1)(D) 

($45/$60X$24)  . .  18.00 

(d)  Time  for  stock  ownership — (1) 
First-tier  corporation.  The  10-percent 
stock  ownership  requirement  referred  to 
in  paragraph  (b)(1)  of  this  section  with 
respect  to  a  first-tier  corporation  having 
earnings  and  profits  for  its  taxable  year 
in  respect  of  which  an  amount  is  in¬ 
cluded  under  section  951  in  the  gross  in¬ 
come  for  the  taxable  year  of  a  domestic 
corporation  must  be  satisfied  on  the  last 
day  in  such  taxable  year  of  such  first- 
tier  corporation  on  which  such  first-tier 
corporation  is  a  controlled  foreign  cor¬ 
poration. 

(2)  Second-tier  corporation.  Both 
the  10-percent  and  the  50-percent  stock 
ownership  requirements  referred  to  in 
paragraph  (b)  (1)  and  (2)  of  this  sec¬ 
tion  with  respect  to  a  second-tier  cor¬ 
poration  having  earnings  and  profits  for 
its  taxable  year  in  respect  of  which  an 
amoimt  is  included  imder  section  951  in 
the  gross  income  for  the  taxable  year  of 
a  domestic  corporation  must  be  satisfied, 
on  the  last  day  in  such  taxable  year  of 
such  second-tier  corporation  on  which 
such  second-tier  corporation  is  a  con¬ 
trolled  foreign  corporation,  whether  or 
not  the  first-tier  corporation  is  a  con¬ 
trolled  foreign  corporation  on  such  day. 

(3)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Domestic  corporation  N  is 
required  for  its  taxable  year  ending  June  30, 
1964,  to  Include  in  gross  income  under  sec¬ 
tion  951  an  amount  attributable  to  tbe  earn¬ 
ings  and  profits  of  controlled  foreign  corpo¬ 
ration  A  for  1963  and  another  amount  at¬ 
tributable  to  the  earnings  and  profits  of 
controlled  foreign  corporation  B  for  such 
year.  Corporations  A  and  B  use  the  calendar 
year  as  the  taxable  year.  Such  amounts  are 
required  to  be  included  in  N  Corporation’s 
gross  income  by  reason  of  its  ownership  of 
stock  in  A  Corporation  and  in  turn  by  A 
Corporation’s  ownership  of  stock  in  B  Cor¬ 
poration.  Corporation  A  is  a  controlled  for¬ 
eign  corporation  throughout  1963,  but  B  Cor¬ 
poration  is  a  controlled  foreign  corporation 
only  from  January  1,  1963,  through  Septem¬ 
ber  30,  1963.  Corporation  N  may  obtain 
credit  under  section  960(a)(1)  for  the  year 
ending  June  30,  1964,  for  foreign  income 
taxes  paid  by  A  (Corporation  for  1963,  only 
if  N  (Corporation  owns  at  least  10  percent  of 
the  voting  stock  of  A  Corporation  on  Decem¬ 
ber  31,  1963.  Corporation  N  may  obtain 
credit  under  section  960(a)(1)  for  the  year 
ending  June  30,  1964,  for  foreign  income 
taxes  paid  by  B  Corporation  for  1963,  only 
if  on  September  30, 1963,  N  Corporation  owns 
at  least  10  percent  of  the  voting  stock  of  A 
Corporation  and  A  Corporation  owns  at  least 
50  percent  of  the  voting  stock  of  B  Corpo¬ 
ration. 

Example  (2) .  The  facts  are  the  same  as  in 
example  (1)  except  that  A  Corporation  is  a 
controlled  foreign  corporation  only  from 
January  1,  1963,  through  March  31,  1963. 
Corporation  N  may  obtain  credit  under  sec- 


5598 


PROPOSED  RULE  MAKING 


tion  960(a)  (1)  for  the  year  ending  June  30, 
1964,  for  foreign  income  taxes  paid  by  A 
Corporation  for  1963,  only  if  N  Corporation 
owns  at  least  10  percent  of  the  voting 
stock  of  A  Corporation  on  March  31,  1963. 
Corporation  N  may  obtain  credit  under  sec¬ 
tion  960(a)  (1)  for  the  year  ending  June  30, 
1964,  for  foreign  income  taxes  paid  by  B 
Corporation  for  1963,  only  if  on  September 
30,  1963,  N  Corporation  owns  at  least  10  per¬ 
cent  of  the  voting  stock  of  A  Corporation 
and  A  Corporation  owns  at  least  50  percent 
of  the  voting  stock  of  B  Corporation. 

(e)  Time  for  less-developed-country 
qualification — (1)  In  general.  In  order 
for  the  less-developed-country  rule  of 
paragraph  (c)  of  this  section  to  apply  for 
the  taxable  year  of  the  domestic  corpora¬ 
tion,  the  first-tier  corporation  must  be 
a  less  developed  country  corporation — 

(1)  For  its  taxable  year  ending  with  or 
within  the  taxable  year  of  the  domestic 
corporation  for  which  such  domestic 
corporation  Is  required  to  include  in 
gross  income  under  section  951  an 
amount  attributable  to  the  earnings  and 
profits  of  such  year  of  such  first-tier 
corporation  in  respect  of  which  the  for¬ 
eign  tax  credit  is  claimed  by  such  do¬ 
mestic  corporation,  and 

(ii)  For  its  taxable  year  in  which  falls 
the  date,  as  described  in  paragraph 
(d)  (2)  of  this  section,  on  which  the  10- 
percent  and  50-percent  stock  ownership 
requirements  must  be  satisfied  with  re¬ 
spect  to  the  taxable  year  of  a  second- 
tier  corporation  in  respect  of  which  the 
domestic  corporation  is  required  to  in¬ 
clude  in  gross  Income  under  section  951 
an  amount  attributable  to  the  earnings 
and  profits  of  such  year  of  such  second- 
tier  corporation  in  respect  of  which  the 
foreign  tax  credit  is  claimed  by  such 
domestic  corporation. 

(2)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Domestic  corporation  N  is 
required  for  its  taxable  year  ending  June  30, 
1964,  to  include  in  gross  income  imder  sec¬ 
tion  95^  an  amount  attributable  to  the  earn¬ 
ings  and  profits  of  controlled  foreign  corpora¬ 
tion  A  for  1963  and  another  amount  attribu¬ 
table  to  the  earnings  and  profits  of  controlled 
foreign  corporation  B  for  such  year.  Cor¬ 
porations  A  and  B  use  the  calendar  year  as 
the  taxable  year.  Corporation  A  is  a  con¬ 
trolled  foreign  corporation  throughout  1963, 
but  B  Corporation  is  a  controlled  foreign 
corporation  only  from  January  1,  1963, 
through  September  30,  1963.  Such  amounts 
are  required  to  be  included  in  N  Corpora¬ 
tion’s  gross  income  by  reason  of  its  owner¬ 
ship  through  1963  of  10  percent  of  the  one 
class  of  stock  of  A  Corporation  and  in  turn 
by  A  Corporation’s  ownership  from  January 
1,  1063,  through  September  30,  1963,  of  60 
percent  of  the  one  class  of  stock  of  B  Cor¬ 
poration.  The  less -developed -country  rule 
of  paragraph  (c)  of  this  section  applies  for  N 
Corporation’s  taxable  year  ending  Jime  30, 
1964,  with  respect  to  the  earnings  and  profits 
for  1963  of  both  A  Corporation  and  B  Cor¬ 
poration  if  A  Corporation  is  a  less  developed 
country  corporation  for  1963. 

Example  (2).  Domestic  corporation  N  is 
required  for  its  taxable  year  ending  June  30, 
1964,  to  Include  in  gross  Income  under  sec¬ 
tion  951  an  amount  attributable  to  the  earn¬ 
ings  and  profits  of  controlled  foreign  cor¬ 
poration  A  for  its  taxable  year  ending 
December  31,  1963,  and  another  amount  at¬ 
tributable  to  the  earnings  and  profits  of 
controlled  foreign  corporation  B  for  Its  tax¬ 
able  year  ending  June  30,  1964.  Corporation 
A  is  a  controlled  foreign  corporation  through¬ 


out  1963  but  is  not  a  controlled  foreign  cor¬ 
poration  at  any  time  thereafter.  Corpora¬ 
tion  B  is  a  controlled  foreign  corporation 
throughout  its  taxable  year  ending  June  30, 
1964.  Such  amounts  are  required  to  be  in¬ 
cluded  in  N  Corporation’s  gross  income  by 
reason  of  its  ownership  from  January  1, 

1963,  through  June  30,  1964,  of  10  percent  of 
the  one  class  of  stock  of  A  Corporation  and 
in  turn  by  A  Corporation’s  ownership  from 
July  1,  1963,  through  June  30,  1964,  of  50 
p>ercent  of  the  one  class  of  stock  of  B  Cor¬ 
poration.  ’The  less-developed-country  rule 
of  paragraph  (c)  of  this  section  applies  for 
N  Corporation’s  taxable  year  ending  June  30, 

1964,  with  respect  to  A  Corporation’s  taxable 
year  1963  and  B  Corporation’s  taxable  year 
ending  June  30,  1964,  if  A  Corporation  is  a 
less  developed  country  corporation  for  both 
of  its  taxable  years  1963  and  1964. 

(f)  Information  to  he  furnished.  If 
the  credit  for  foreign  income  taxes 
claimed  under  section  901  includes  taxes 
deemed  paid  under  section  960(a)(1), 
the  domestic  corporation  must  furnish 
the  same  information  with  respect  to 
the  taxes  so  deemed  paid  as  it  is  re¬ 
quired  to  furnish  with  respect  to  the 
taxes  actually  paid  or  accrued  by  it  and 
for  which  credit  is  claimed.  See 
§  1.905-2.  For  other  Information  re¬ 
quired  to  be  furnished  by  the  domestic 
corporation  for  the  annual  accounting 
period  of  certain  foreign  corporations 
ending  with  or  within  such  corpora¬ 
tion’s  taxable  year,  see  section  6038  and 
§  1.6038-2. 

(g)  Reduction  of  foreign  income  taxes 
paid  or  deemed  paid.  For  reduction  of 
the  amount  of  foreign  income  taxes  paid 
or  deemed  paid  by  a  foreign  corporation 
for  purposes  of  section  960,  see  section 
6038(b)  and  the  regulations  thereunder, 
relating  to  failure  to  furnish  informa¬ 
tion  with  respect  to  certain  foreign  cor¬ 
porations. 

(h)  Amounts  under  section  951 
treated  as  distributions  for  purposes  of 
applying  effective  dates.  For  purposes 
of  applying  section  902  in  determining 
the  amoimt  of  credit  allowed  under  sec¬ 
tion  960(a)  (1)  and  paragraph  (c)  of 
this  section,  the  effective  date  provisions 
of  S  1.902-5  shall  apply,  and  for  purposes 
of  so  applying  S  1.902-5,  any  amount  at¬ 
tributable  to  ^e  earnings  and  profits 
for  the  taxable  year  of  a  first-tier  cor¬ 
poration  which  is  Included  in  the  gross 
income  of  a  domestic  corporation  imder 
section  951  shall  be  treated  as  a  distri¬ 
bution  received  by  such  domestic  cor¬ 
poration  on  the  last  day  in  such  taxable 
year  on  which  such  first-tier  corporation 
Is  a  controlled  foreign  corporation, 

§  1.960—2  Interrelation  of  section  902 
and  section  960  when  dividends  are 
paid  by  second-tier  corporation  or  by 
first-tier  corporation. 

(a)  Scope  of  this  section.  This  sec¬ 
tion  prescribes  rules  for  the  application 
of  section  902  in  a  case  where  dividends 
are  paid  by  a  second-tier  corporation  or 
a  first-tier  corporation,  as  the  case  may 
be,  from  the  earnings  and  profits  for 
a  taxable  year  when  amounts  attribut¬ 
able  to  such  earnings  and  profits  are  in¬ 
cluded  in  the  gross  income  of  a  domestic 
corporation  under  section  951  or  when 
such  earnings  and  profits  are  attribut¬ 
able  to  amounts  excluded  from  the  gross 
income  of  such  foreign  corporation  un¬ 
der  section  959(b)  and  S  1.959-2  with 


respject  to  the  domestic  corporation,  in 
making  determinations  under  this  sec¬ 
tion,  any  portion  of  a  distribution  re¬ 
ceived  from  a  first-tier  corporation  by 
the  domestic  corporation  which  is  ex- 
eluded  from  the  domestic  corporation’s 
gross  income  under  section  959(a)  and 
§  1.959-1  shall  be  treated  as  a  dividend 
for  purposes  of  making  determinations 
under  paragraphs  (b)  and  (c)  of  this 
section  and  for  purposes  of  taking  into 
account  under  section  902  any  foreign 
income  taxes  which  are  not  deemed  p>aid 
by  the  domestic  corporation  under  sec¬ 
tion  960(a)  (1)  and  §  1.960-1. 

(b)  Application  of  section  902(b)  to 
dividends  received  by  first-tier  corpora¬ 
tion  from  second-tier  corporation.  For 
piuposes  of  paragraph  (a)  of  this  sec¬ 
tion  and  paragraph  (c)  (1)  of  §  1.960-1, 
section  902(b)  shall  apply  to  all  divi¬ 
dends  received  by  the  first-tier  corpora¬ 
tion  for  its  taxable  year  from  the  second- 
tier  corporation  other  than  dividends 
attributable  to  earnings  and  profits  of 
such  second-tier  corporation  in  resi)ect 
of  which  amounts  are,  or  have  ^en, 
included  in  the  gross  income  of  a  do¬ 
mestic  corporation  under  section  951 
with  respect  to  such  second-tier  corpora¬ 
tion.  In  applying  the  preceding  sen¬ 
tence,  any  foreign  income  taxes  deemed 
under  section  902(b)  to  be  p>aid  by  the 
first-tier  corporation  on  or  with  resjpect 
to  its  acciunulated  profits  for  its  taxable 
year  shall  be  deemed,  for  purposes  of 
applying  paragraph  (c)(1)  of  §  1.960-1, 
to  be  paid  on  or  with  respect  to  the  earn¬ 
ings  and  profits  of  such  first-tier  corpx)- 
ration  for  such  year. 

(c)  Application  of  section  902(a)  to 
dividends  received  by  domestic  corpora¬ 
tion  from  first-tier  corporation.  For 
purpx>ses  of  paragraph  (a)  of  this  sec¬ 
tion,  section  902(a)  shall  apply  to  all 
dividends  received  by  the  domestic  cor¬ 
poration  for  its  taxable  year  from  the 
first-tier  corporation  other  than  divi¬ 
dends  attributable  to  earnings  and  profits 
of  such  first-tier  corporation  in  resi)ect 
of  which  amounts  are,  or  have  b^n, 
included  in  the  gross  income  of  a  do¬ 
mestic  corporation  under  section  951 
with  respect  to  such  first-tier  corpora¬ 
tion. 

(d)  Allocation  of  earnings  and  profits 
of  first-tier  corporation.  If  the  first-tier 
corporation  for  its  taxable  year  receives 
from  the  second-tier  corporation  divi¬ 
dends  to  which,  in  accordance  with  para¬ 
graph  (b)  of  this  section,  section  902(b) 
applies  and  other  dividends  to  which  sec¬ 
tion  902(b)  does  not  apply,  then,  only 
for  the  purpose  of  applying  section  902 
(b)  in  determining  foreign  income  taxes 
deemed  to  be  paid  by  the  domestic  cor¬ 
poration  imder  section  902(a)  or  section 
960(a)(1)  with  respoct  to  such  taxable 
year  of  the  first-tier  corporation,  the 
earnings  and  profits  of  the  first-tier  cor¬ 
poration  for  such  taxable  year  shall  be 
considered  not  to  include  earnings  and 
profits  attributable  to  such  other  divi¬ 
dends  from  the  second-tier  corporation 
to  which  section  902(b)  does  not  apply. 

(e)  Illustrations.  The  application  of 
this  section  may  be  Illustrated  by  the 
following  examples: 

Example  (1).  Domestic  corporation  V 
owns  all  the  one  class  of  stock  of  controlled 
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foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  Is  required  under  section  951  to 
include  $50  in  gross  Income  attributable  to 
the  earnings  and  profits  of  A  Corporation  for 
such  year,  but  Is  not  required  to  Include  any 
amount  In  gross  Income  under  section  951 
attributable  to  the  earnings  and  profits  of 
B  Corporation.  For  such  year,  B  Corpora¬ 
tion  distributes  a  dividend  of  $45,  but  A  Cor¬ 
poration  does  not  make  any  distributions. 
The  foreign  income  taxes  deemed  paid  by 
N  Corporation  for  1965  imder  section  960(a) 
(1)(C),  after  applying  section  902(b)  (1)  for 
such  year  of  A  Corporation,  are  determined 
as  follows  upon  the  basis  of  the  facts 
assumed: 


B  Corporation  (second-tier  corporation): 

Pretax  earnings  and  profits _ _ _  $100. 00 

Foreign  income  taxes . . .  40. 00 

Earnings  and  profits _  60. 00 

Dividends  paid  to  A  Corporation .  45. 00 

Foreign  income  taxes  of  B  Corporation  deemed 
paid  by  A  Corporation  for  1965  imder  sec. 

902(b)(1)  ($45/$e0X$40) .  30.00 

A  Corporation  (first-tier  corporation); 

Pretax  earnings  and  profits: 

Dividends  from  B  Corporation . $45.00 

Other . 100.00 


Total  pretax  earnings  and  profits .  145. 00 

Foreign  income  taxes . . .  29. 00 

Earnings  and  profits .  116. 00 

Foreign  income  taxes  paid,  and  deemed  to  be 

{>^d,  by  A  Corporation  on  or  with  respect  to 

ts  eanUngs  and  profits  ($29-f-$30) . .  69. 00 

Amount  required  to  be  included  in  N  Corpora¬ 
tion’s  gross  income  under  sec.  951  with 

respect  to  A  Corporation .  50. 00 

Dividends  paid  to  N  Corporation .  0 

N  Corporation  (domestic  corporation); 

Foreign  income  taxes  of  A  Corixiration  deemed 
paid  by  N  Corporation  for  1965  under  sec. 
960(a)(1)(C)  ($50/$118X$59) .  25.43 


Example  (2).  The  facts  are  the  same  as 
In  example  (1)  except  that  for  1965  A  Cor¬ 
poration  Is  a  less  developed  country  cor¬ 
poration.  The  foreign  Income  taxes  deemed 
paid  by  N  Corporation  for  1965  under  section 
960(a)(1)(D),  after  applying  section  902 
(b)(2),  are  $17.76,  determined  as  follows: 


Foreign  income  taxes  paid  by  B  Corporation  on 
or  with  respect  to  its  accumulated  profits 

($60/$100X$40) . $24.  00 

Foreign  income  taxes  of  B  Corporation  deemed 
paid  hy  A  Corporation  lor  1965  under  sec. 

802(b)  (2)  ($45/$60X$24) . . .  18. 00 

Foreign  income  taxes  paid  by  A  Corporation  on 
or  with  respect  to  its  earnings  and  profits 

($116/$145X$29) .  23.20 

Foreign  income  taxes  paid,  and  deemed  to  he 
paid,  by  A  Corporation  on  or  with  respect  to  its 

earnings  and  profits  ($23.20-)-$18) .  41. 20 

Foreign  income  taxes  of  A  Corporation  deemed 
paid  by  N  Corporation  for  1965  under  sec. 
960(a)(1)(D)  ($50/$116X$41.20) .  17.76 


Example  (3).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
coimtry  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  is  required  under  section  951  to 
include  in  gross  income  $150  attributable  to 
the  earnings  and  profits  of  B  Corporation  for 
such  year,  which  B  Corporation  distributes 
during  such  year.  Corporation  N  is  not  re¬ 
quired  for  1965  to  include,  any  amount  In 
gross  income  under  section  951  attributable 
to  the  earnings  and  profits  of  A  Corporation, 
but  A  Corporation  distributes  for  such  year 
$135  from  Its  earnings  and  profits  attribut¬ 
able  to  B  Corporation’s  dividend.  The  for¬ 
eign  income  taxes  deemed  p>ald  by  N  Corpo¬ 
ration  for  1965  under  section  960(a)(1)(C), 
after  applying  section  902(a)(1)  for  such 
year  of  N  Corporation,  are  determined  as  fol¬ 
lows  upon  the  basis  of  the  facts  assumed; 


B  Corporation  (second-tier  corporation); 

Pretax  earnings  and  profits . $25a00 

Foreign  income  taxes _  60.00 

Earnings  and  profits _  200. 00 

Amounts  required  to  be  included  in  N  Cor¬ 
poration’s  gross  income  under  sec.  951  with 

respocl  to  B  Corporation . . .  150. 00 

Dividends  paid  to  A  Corporation .  160. 00 

A  Corporation  (first-tier  corporation): 

Pretax  earnings  and  profits: 

Dividends  from  B  Corporation _ $15a  00 

Other  income .  200. 00 

Total  pretax  earnings  and  profits .  360.00 

Foreign  income  taxes _ _ _ _  35. 00 

Earnings  and  profits _ 316.00 

Dividends  paid  to  N  Corporation _  135. 00 

N  Corporation  (domestic  conoration): 

Foreign  income  taxes  of  B  Corporation  deemed 
paid  by  N  Corporation  for  1965  under  sec. 

960(a)(1)(C)  ($160/$200X$50) .  37.50 

Foreign  income  taxes  of  A  Corporation  deemed 
paid  by  N  Corporation  for  1966  under  sec. 

902(a)  (1)  ($135/$316X$36) .  15. 00 

Total  foreign  income  taxes  deemed  paid  by  N 
Corporation  under  sec.  901.. .  52. 50 

Example  (4).  Domestic  corporation  N 

owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  Is  required  under  section  951 
to  include  $180  In  gross  income  attributable 
to  the  earnings  and  profits  of  A  Corporation 
for  such  year,  but  Is  not  required  to  Include 
any  amount  In  gross  income  imder  section 
951  attributable  to  the  earnings  and  profits 
of  B  Corporation.  Corporation  B  distributes 
from  Its  earnings  and  profits  for  1965  a  divi¬ 
dend  of  $50  which  is  not  required  under 
section  951  to  be  included  in  N  Corporation’s 
gross  income  with  respect  to  A  Corporation. 
For  1965,  A  Corporation  distributes  $180 
from  its  earnings  and  profits  attributable 
to  amounts  required  under  section  951  to  be 
included  in  N  Corporation’s  gross  Income  for 
such  year  with  respect  to  A  Corporation  and 
$20  from  its  other  earnings  and  profits.  The 
foreign  income  taxes  deemed  paid  by  N  Cor¬ 
poration  for  1965  imder  section  960(a)  (1) 
(C) ,  after  applying  section  902  for  such  year, 
are  determined  as  follows  upon  the  basis  of 
the  facts  assumed : 

B  Corporation  (second-tier  corporation): 

Pretax  earnings  and  profits . $100. 00 

Foreign  income  taxes .  4a  00 

Earnings  and  profits . 6a00 

Dividends  paid  to  A  Corporation _ _  6a  00 

Foreign  income  taxes  of  B  Corporation  deemed 
paid  by  A  Corporation  for  1965  under  sec. 

902(b)  (1)  ($50/$60X$40) .  33. 33 

A  Corporation  (first-tier  corporation) : 

Pretax  earnings  and  profits: 

Dividends  from  B  Corporation. . $5a  00 

Other  income . . .  200.00 

Total  pretax  earnings  and  profits .  26a  00 

Foreign  income  taxes . . .  25. 00 

Earnings  and  profits . .  226. 00 

Foreign  income  taxes  paid,  and  deemed  to  be 
paid,  by  A  Corporation  on  or  with  respect  to 

its  earnings  and  profits  ($25.00-f  ^.33) _  68. 33 

Amounts  required  to  be  included  in  N  Corpo¬ 
ration’s  gross  income  for  1965  under  sec.  951 

with  respect  to  A  Corporation .  180. 00 

Dividends  paid  to  N  Corporation: 

Dividends  to  which  sec.  902  (a)(1) 
applies  (From  A  Corporation’s 
earnings  and  profits  in  respect  of 
which  no  amount  is  required  under 
sec.  951  to  be  included  in  N  Corpora¬ 
tion’s  gross  income  with  respect  to  A 

Corporation) . $20.00 

Other  dividends _ 18a  00 

Total  dividends  paid  to  N  Corporation .  200. 00 

N  Corporation  (domestic  corporation): 

Foreign  income  taxes  of  corporations  A  and  B 
deemed  paid  by  N  Corporation  under  sec. 

960(a)(1)(C)  ($180/$228X$68.33) .  44  66 

Foreign  income  taxes  of  corporations  A  and  B 
deemed  paid  by  N  Corporation  under  sec. 
902(a)(1)  ($20/$225X$68.33) .  5.18 

Total  foreign  income  taxes  deemed  paid  by  N 
Corporation  under  sec.  901 . .  61. 84 


Example  (5).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  Is  required  under  section  951  to 
include  in  gross  Income  $150  attributable  to 
the  earnings  and  profits  of  B  Corporation  for 
such  year  and  $22.50  attributable  to  the 
earnings  and  profits  of  A  Corporation  for 
such  year.  For  1965,  B  Corporation  distrib¬ 
utes  $150  from  Its  earnings  and  profits 
attributable  to  amounts  required  under  sec¬ 
tion  951  to  be  included  In  N  Corporation’s 
gross  income  with  respect  to  B  Corporation 
and  $25  from  its  other  earnings  and  profits. 
Corporation  A  does  not  distribute  any  divi¬ 
dends  for  1965.  The  foreign  Income  taxes 
deemed  paid  by  N  Corporation  for  1965  under 
section  960(a)(1)(C),  after  applying  section 
902(b)(1)  for  such  year  of  A  Corporation, 
are  determined  as  follows  upon  the  basis  of 
the  facts  assumed : 

B  Corporation  (second-tier  corporation): 

Pretax  earnings  and  profits . -  $250. 00 

Foreign  income  taxes .  50. 00 

Earnings  and  profits . . .  200.00 

Amounts  required  to  be  included  in  N  Corpo¬ 
ration’s  gross  income  under  sec.  951  for  1965 

with  respect  to  B  Corporation .  150. 00 

Dividends  paid  by  B  Corporation: 

Dividends  to  which  sec.  902(b)(1) 
applies  (From  B  Corporation’s 
earnings  and  profits  in  respect  of 
which  no  amount  is  required  under 
sec.  951  to  be  included  in  N  Corpo¬ 
ration’s  gross  income  with  respect 

to  B  Corporation) . $25. 00 

Other  dividends . . . 150.00 

Total  dividends  paid  to  A  Corporation .  175. 00 

Foreign  income  taxes  of  B  Ccxporation 
deemed  paid  by  A  Corporation  for  1965 

under  sec.  902(b)  (1)  ($25/$200X$50) .  6. 25 

A  Corporation  (first-tier  corporation): 

Pretax  earnings  and  profits .  175. 00 

Foreign  income  tax  (10  percent) .  17. 50 

Earnings  and  profits; 

Attributable  to  B  Corporation’s 
dividend  to  which  sec.  902(b)(1) 

appUes  ($15-10. 10X$25)) . .  $22.60 

Attributable  to  B  Corpori^ion’sotber 
dividends  ($150-(0.10X$150P . 135.00 

Total  earnings  and  profits  of  A  Corpwation.  157. 50 
Amount  required  to  be  included  in  N  Corpo¬ 
ration’s  gross  income  for  1965  under  sec.  951 

with  respect  to  A  Corporation _  22. 50 

Dividends  paid  to  N  Cm'poration .  0 

N  Corporation  (domestic  cOTporatlon); 

Foreign  income  taxes  deemed  paid  hy 
N  Corporation  under  sec.  960(a)  (1)  (C5) 
vidth  respect  to  A  Corporation: 

Tax  actually  paid  by  A  Corpora¬ 
tion  ($22.50/$15T.50X$17.50) .  $2.50 

Tax  of  B  Corporation  deemed  paid 
by  A  Corp<»ation  under  sec. 

902(b)(1)  ($22.50/1$157.50-$135.00J 

X$6.25) . . .  6.25 

-  8.75 

Foreign  income-taxes  deemed  paid  by  N 
Corporation  under  sec.  960(a)(1)(C)  with 
respect  to  B  Corporation  ($150/$200X$50) ...  37. 50 

Total  taxes  deemed  paid  under  sec. 

960(a)(1)(C) .  46.25 

Example  (6).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  N 
Corporation  Is  required  under  section  951  to 
include  in  gross  income  $150  attributable 
to  the  earnings  and  profits  of  B  Corporation 
for  such  year  and  $22.50  attributable  to  the 
earnings  and  profits  of  A  Corporation  for 
such  year.  For  1965,  B  Corporation  distrib¬ 
utes  $175,  consisting  of  $150  from  its  earn¬ 
ings  and  profits  attributable  to  amounts  re¬ 
quired  under  section  951  to  be  included  in 
N  Corporation’s  gross  income  with  respect  to 
B  Corporation  and  $25  from  its  other  earn- 
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ings  and  profits.  The  country  under  the 
laws  ol  which  A  Corporation  Is  Incorporated 
Imposes  an  Income  tax  of  10  percent  on  all 
income,  Including  dividends  received.  For 
1965,  A  Corporation  distributes  $202.60,  con¬ 
sisting  of  $22.50  from  Its  earnings  and  profits 
attributable  to  amounts  required  under  sec¬ 
tion  951  to  be  included  In  N  Corporation’s 
gross  income  with  respect  to  A  Corporation, 
$135  ($150— [0.10 X $1501)  from  Its  earnings 
and  profits  attributable  to  amounts  required 
under  section  951  to  be  Included  In  N  Cor¬ 
poration's  gross  Income  with  respect  to  B 
Corporation,  and  $45  from  other  earnings  and 
profits.  The  foreign  Income  taxes  deemed 
paid  by  N  Corporation  for  1965  under  section 
960(a)(1)(C)  and  section  902(a)(1)  are 
determined  as  follows  up>on  the  basis  of  the 
facts  assumed; 


B  Corporation  (second-tier  coriwation): 

Pretax  earnings  and  profits _ 00 

Foreign  income  taxes _  SO.  00 

Earnings  and  profits _ _ _ _  200. 00 

Amounts  requireil  to  be  included  in  N  Cori>o- 
ration's  gross  income  (or  1965  under  see.  951 
with  resiioct  to  B  Corporation _  150. 00 


Dividends  paid  by  B  Corporation: 

Dividends  to  which  sec.  902(b)(1) 
applies  (From  B  Corporation’s 
earnings  and  profits  in  respect  of 
which  no  amount  is  required 
under  sec.  951  to  be  included  In 
N  Corporation’s  gross  income  with 

respect  to  B  Corporation) . .  $25.00 

Other  dividends . . 150.00 

Total  dividends  paid  to  A  COTporation...  175. 00 
Foreign  income  taxes  of  B  Corporation  deemed 
paid  by  A  Corporation  (or  1965  under  sec. 

902(b)(1)  ($25,'$200X$50) .  6. 25 

A  Corporation  (first-tier  corporation): 

Pretax  earnings  and  profits: 

Dividends  received  from  B  Corpo¬ 
ration . . . .  $175. 00 

Other  income .  100. 00 

Total  pretax  earnings  and  profits _  275. 00 

Foreign  income  taxes  (10  percent) . .  27. 50 

Earnings  and  profits .  247. 50 

Amounts  required  to  be  included  In  N  Cor¬ 
poration’s  gross  income  (or  1965  under  sec. 

9.51  with  respect  to  A  Corporation _  22. 50 

Distributions  paid  by  A  Corporation; 

Dividends  to  which  sec.  902(a)(1) 
applies  (From  A  Corporation’s 
earnings  and  profits  In  respect  of 
which  no  amoimt  is  required  under 
sec.  951  to  be  included  in  N  Cor¬ 
poration’s  gross  income  vlth  re¬ 


spect  to  A  Corporation).... . $180. 00 

Other  dividends . .  22. 50 

Total  dividends  paid  to  N  Cor¬ 
poration _ 202.50 


N  Corporation  (domestic  corporation): 

Foreign  Income  taxes  deemed  paid  by 
N  Corporation  under  sec.  96(Ka)(l) 

(C)  with  respect  to — 

B  Corporation  ($150/$200X$50) .  37. 50 

A  Cwporation: 

Tax  paid  by  A  Corporation  ($22.50/ 

$247.50X$27.50) . $2.50 

Tax  of  B  Corporation  deemed  paid 
by  A  Corporation  under  sec.  902(b) 

(1)  ($22.50A$247.50-$135]X$6.25)..  1.25  3.75 

Total  taxes  deemed  paid  under  sec. 

960(a)(1)(C) .  41.25 

Foreign  Income  taxes  deemed  paid  by 
N  Corporation  under  sec.  fe(a){l) 
with  respect  to  A  Corpm-ation: 

Tax  ^d  by  A  Corporation  ($180/ 

$24/.50X$27.50) . $20.50 

Tax  of  B  Corporation  deemed  paid 
by  A  Corporation  ([$180— $1351/ 

($247.50-$1351  X$6.25) .  2. 50 


Total  taxes  deemed  paid  under  sec. 

602(a)(1) .  22.50 

Total  foreign  income  taxes  deemed 
paid  by  N  Corporation  undv  sec. 

901 .  63.75 

§  1.960—3  Grom-np  of  amounts  in¬ 
cluded  in  income  under  section  951. 

(a)  General  rule  for  including  taxes 
in  income.  Any  taxes  deemed  paid  by  a 
domestic  corporation  for  the  taxable 
year  pursuant  to  section  960(a)(1)(C) 
shall,  except  as  provided  in  paragraph 
(b)  of  this  section,  be  included  in  the 
gross  Income  of  such  corporation  for 
such  year  as  a  dividend  pursuant  to  sec¬ 


tion  78  and  §  1.78-1.  See  also  paragraph 
(a)  (8)  of  §  1.902-3. 

(b)  Certain  taxes  not  included  in  in¬ 
come.  Any  taxes  deemed  paid  by  a  do¬ 
mestic  corporation  for  the  taxable  year 
pursuant  to  section  902(a)  (1)  or  section 
960(a)(1)(C)  shall  not  be  included  in 
the  gross  income  of  such  corporation  for 
such  year  as  a  dividend  pursuant  to  sec¬ 
tion  78  and  §  1.78-1  to  the  extent  that 
such  taxes  are  paid  or  accrued  by  the 
first-tier  corporation  or  its  second-tier 
corporation,  as  the  case  may  be,  on  or 
with  respect  to  amounts  which  are  ex¬ 
cluded  from  the  gross  income  of  such  for¬ 
eign  corporation  under  section  959(b) 
and  §  1.959-2  as  distributions  from  the 
earnings  and  profits  of  another  con¬ 
trolled  foreign  corporation  attributable 
to  amounts  which  are,  or  have  been,  re¬ 
quired  to  be  included  in  the  gross  income 
of  the  domestic  corporation  under  sec¬ 
tion  951. 

(c)  Illustrations.  The  application  of 
this  section  may  be  illustrated  by  the 
following  examples: 

Example  {!).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tion  B.  All  such  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  For  1965,  B 
Corporation,  after  having  paid  $20  of  foreign 
income  taxes,  has  $80  In  earnings  and  profits, 
which  is  attributable  to  the  amount  required 
to  be  Included  in  N  Corporation’s  gross  In¬ 
come  for  such  year  under  section  951  with 
respect  to  B  Corporation  and  all  of  which  Is 
distributed  to  A  Corporation  In  such  year. 
The  dividend  so  received  from  B  Corporation 
is  excluded  from  A  Corporation’s  gross  In¬ 
come  under  section  959(b)  and  S  1.959-2. 
An  income  tax  of  10  percent  Is  required  to  be 
withheld  from  such  dividend  by  the  foreign 
country  under  the  laws  of  which  B  Corpora¬ 
tion  is  created,  and  the  foreign  country  un¬ 
der  the  laws  of  which  A  Corporation  is  cre¬ 
ated  imposes  an  income  tax  of  $22  on  the 
dividend  received  from  B  Corporation.  For 
1965,  A  Corporation’s  earnings  and  profits 
are  $50  ($80— (0.10X$80]  — $22),  which  It 
distributes  in  such  year  to  N  Corporation. 
For  1965,  N  Corporation  is  required  imder 
section  951  to  include  $80  in  gross  income 
with  respect  to  B  Corporation  and  also  is 
required  under  the  gross-up  provisions  of 
section  78  to  include  in  gross  income  $20 
($80/$80X  $20) ,  the  amount  equal  to  the  for¬ 
eign  income  taxes  of  B  Corporation  which 
are  deemed  paid  by  N  Corporation  under 
section  960(a)  (1)  (C).  Corporation  N  is  not 
required  under  paragraph  (b)  of  this  section 
to  include  in  gross  income  the  $30  ($8  +  $22) 
of  foreign  income  taxes  which  are  paid  by 
A  Corporation  in  connection  with  the  divi¬ 
dend  received  from  B  Corporation  and  which 
are  deemed  paid  by  N  Corporation  under 
section  902(a)(1)  and  paragraph  (c)  of 
{  1.960-2. 

Example  (2).  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  owns  all  the  one 
class  of  stock  of  controlled  foreign  cmTOfA* 
tlon  B,  which  in  turn  owns  all  the  one  class 
of  stock  of  controlled  foreign  corporation  C. 
All  such  corporations  use  the  calendar  year 
as  the  taxable  year.  For  1965,  C  Corpora¬ 
tion,  after  having  paid  $20  of  foreign  income 
taxes,  has  $80  in  earnings  and  profits,  which 
is  attributable  to  the  amount  required  to  be 
included  in  N  Corporation’s  gross  income  for 
such  year  under  section  951  with  respect  to 
C  Corporation  and  all  of  which  is  distributed 
to  B  Corporation  in  such  year.  After  hav¬ 
ing  paid  foreign  income  taxes  of  $10  on  the 


dividend  received  from  C  Corporation,  B 
Corporation  distributes  the  balance  of  $70 
to  A  Corporation.  After  having  paid  fweipt 
income  taxes  of  $5  on  the  dividend  received 
from  B  Corporation,  A  Corporation  dis¬ 
tributes  the  balance  of  $65  to  N  Corporation. 
The  dividend  so  received  by  B  Corporation, 
and  in  turn  by  A  Corporation,  is  excluded 
from  the  gross  income  of  such  corporations 
under  section  959(b)  and  {  1.959-2.  Corpo¬ 
ration  N  is  not  required  imder  paragraph  (b) 
of  this  section  to  include  in  gross  income  the 
$15  ($10+ $5)  of  foreign  income  taxes  which 
are  paid  by  corporations  B  and  A,  respec¬ 
tively,  in  connection  with  the  dividend  so 
received  and  which  are  deemed  paid  by  N 
Corporation  under  section  902(a)(1)  and 
paragraphs  (b)  and  (c)  of  {  1.960-2. 

§  1.960-4  Additional  foreign  tax  credit 
in  year  of  receipt  of  previously  taxed 
earnings  and  profits. 

(a)  Increase  in  section  904(a)  limita¬ 
tion  for  the  taxable  year  of  exclusion^ 
(1)  In  general.  The  applicable  limita¬ 
tion  under  section  904(a)  for  a  taxpayer’s 
taxable  year  (hereinafter  in  this  section 
referred  to  as  the  “taxable  year  of  ex¬ 
clusion’’)  in  which  he  receives  an  amount 
which  is  excluded  from  gross  income  un¬ 
der  section  959(a)  (1)  and  which  is  at¬ 
tributable  to  a  controlled  foreign  corpo¬ 
ration’s  earnings  and  profits  in  respect 
of  which  an  amount  was  required  to  be 
included  in  the  gross  income  of  such 
taxpayer  under  section  951(a)  for  a  tax¬ 
able  year  (hereinafter  in  this  section  re¬ 
ferred  to  as  the  “taxable  year  of 
Inclusion’’)  previous  to  the  taxable  year 
of  exclusion  shall  be  increased  imder  sec¬ 
tion  960(b)  (1)  by  the  amount  described 
in  paragraph  (b)  of  this  section  if  the 
conditions  described  in  subparagraph  (2) 
of  this  paragraph  are  satisfied. 

(2)  Conditions  under  which  increase 
in  limitation  is  allowed  for  the  taxable 
year  of  exclusion.  ’The  increase  in  limi¬ 
tation  described  in  subparagraph  (1)  of 
this  paragraph  for  the  taxable  year  of 
exclusion  shall  be  made  only  if  the 
taxpayer — 

(1)  For  the  taxable  year  of  inclusion 
either  chose  to  claim  a  foreign  tax  credit 
as  provided  in  section  901  or  did  not  pay 
or  accrue  any  foreign  Income  taxes, 

(ii)  Chooses  to  claim  a  foreign  tax 
credit  as  provided  in  section  901  for  the 
taxable  year  of  exclusion,  and 

(iii)  For  the  taxable  year  of  exclusion 
pays,  accrues,  or  is  deemed  to  have  paid 
foreign  income  taxes  with  respect  to  the 
amount,  described  in  subparagraph  (1) 
of  this  paragraph,  which  is  excluded  from 
his  gross  Income  for  such  year  under 
section  959(a)  (1). 

For  purposes  of  determining  the  source 
of  distributions  in  determining  the  for¬ 
eign  tax  credit  under  section  960(b)  and 
this  section,  see  also  paragraph  (e)  of 
§  1.959-3. 

(b)  Amount  of  increase  in  limitation 
for  the  taxable  year  of  exclusion.  'The 
amount  of  increase  under  section  960 

(b) (1)  in  the  applicable  limitation  under 
section  904(a)  for  the  taxable  year  of 
exclusion  shall  be — 

(1)  The  amount  by  which  the  appli¬ 
cable  section  904(a)  limitation  for  the 
taxable  year  of  inclusion  was  increased, 
determined  as  provided  in  paragraph  (c) 
of  this  section,  by  reason  of  the  inclusion 
of  the  amount  in  the  taxpayer’s  income 
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for  such  year  under  section  951(a), 
reduced  by 

(2)  The  amount  of  foreign  Income 
taxes  allowed  as  a  credit  under  section 
901  for  such  taxable  year  of  inclusion  and 
which  were  allowable  to  such  taxpayer 
solely  by  reason  of  the  inclusion  of  such 
amount  in  his  gross  income  under  sec¬ 
tion  951(a),  as  determined  under  para¬ 
graph  (d)  of  this  section,  and  then  by 

(3)  The  additional  reduction  for  such 
taxable  year  of  inclusion  arising  by  rea¬ 
son  of  increases  in  limitation  under  sec¬ 
tion  960(b)(1)  for  taxable  years  inter¬ 
vening  between  such  taxable  year  of 
inclusion  and  such  taxable  year  of  exclu¬ 
sion.  as  determined  under  paragraph  (e) 
of  this  section  in  respect  of  such  inclu¬ 
sion  under  section  951(a), 

except  that  the  amount  of  Increase  de¬ 
termined  under  this  paragraph  for  the 
taxable  year  of  exclusion  shall  in  no 
case  exceed  the  amount  of  foreign  in¬ 
come  taxes  paid,  accrued,  or  deemed  to 
be  paid  by  such  taxpayer  for  such  taxable 
year  of  exclusion  with  respect  to  the 
amount,  described  in  paragraph  (a)  (1) 
of  this  section,  which  is  excluded  from 
gross  income  for  such  year  under  sec¬ 
tion  959(a)(1). 

(c)  Determination  of  increase  in  limi¬ 
tation  for  the  taxable  year  of  inclusion. 
The  amount  of  the  increase  in  the  appli¬ 
cable  limitation  under  section  904(a)  for 
the  taxable  year  of  inclusion  which 
arises  by  reason  of  the  inclusion  of  the 
amount  in  gross  income  under  section 
951(a)  shall  be  the  amount  of  the  ap- 
pUcable  limitation  under  section  904(a) 
for  such  year  reduced  by  the  amount 
which  would  have  been  the  applicable 
limitation  under  section  904(a)  for  such 
year  if  the  amount  had  not  been  in¬ 
cluded  in  gross  income  for  such  year  un¬ 
der  section  951(a). 

(d)  Determination  of  foreign  income 
taxes  allowed  for  taxable  year  of  inclu¬ 
sion  by  reason  of  section  951  (o)  amounts. 
The  amount  of  foreign  income  taxes  al- 
towed  as  a  credit  under  section  901  for 
the  taxable  year  of  Inclusion  which  were 
allowable  solely  by  reason  of  the  inclu¬ 
sion  of  the  amount  in  gross  income  for 
such  year  under  section  951(a)  shsdl  be 
the  amount  of  foreign  income  taxes  al¬ 
lowed  as  a  credit  under  section  901  for 
such  year  reduced  by  the  amount  of 
foreign  income  taxes  which  would  have 
been  allowed  as  a  credit  under  section 
901  for  such  year  if  the  amount  had  not 
been  included  in  gross  income  for  such 
year  under  section  951(a).  For  pur¬ 
poses  of  this  paragraph,  the  term  “for¬ 
eign  income  taxes”  includes  foreign  in- 
cmne  taxes  paid  or  accrued,  and  foreign 
income  taxes  deemed  paid  under  section 
902,  section  9()4(d),  and  section  960(a), 
for  the  taxsible  year  of  inclusion. 

(e)  Additional  reduction  for  the  tax¬ 
able  year  of  inclusion  arising  by  reason 
of  increases  in  limitation  for  intervening 
years.  The  amount  of  incresise  in  the 
applicable  limitation  imder  section  904 
(a)  for  the  taxable  year  of  inclusion  shall 
also  be  reduced,  sdter  first  deducting  the 
foreign  income  taxes  described  in  para¬ 
graph  (b)  (2)  of  this  section,  by  any  in- 
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creases  in  limitation  which  arise  under 
section  960(b)(1) — by  reason  of  any 
earlier  exclusions  under  section  959(a) 
(1)  in  respect  of  the  same  inclusion 
under  section  951(a)  for  such  taxable 
year  of  inclusion — for  the  first,  second, 
third,  fourth,  etc.,  succeeding  taxable 
years  of  exclusion,  in  that  order,  which 
follow  such  taxable  year  of  inclusion  and 
precede  the  taxable  year  of  exclusion  in 
respect  of  which  the  increase  in  limi¬ 
tation  under  section  960(b)(1)  and 
paragraph  (b)  of  this  section  is  being 
determined.  The  amount  of  any  in¬ 
crease  in  limitation  which  arises  under 
section  960(b)  (1)  for  any  such  succeed¬ 
ing  taxable  year  of  exclusion  shall  be  the 
amount  of  foreign  income  taxes  allowed 
as  a  credit  under  section  901  for  each 
such  taxable  year  reduced  by  the  amount 
of  foreign  income  taxes  which  would 
have  been  allowed  as  a  credit  under  sec¬ 
tion  901  for  each  such  year  if  the  limi¬ 
tation  for  each  such  year  were  not  in¬ 
creased  under  section  960(b)(1).  For 
any  such  succeeding  taxable  year  of  ex¬ 
clusion  for  which  the  taxpayer  does  not 
choose  to  claim  a  foreign  tax  credit  as 
provided  in  section  901,  the  same  increase 
in  limitation  under  section  960(b)(1) 
shall  be  treated  as  having  been  made,  for 
purposes  of  this  paragraph,  which  would 
have  been  made  for  such  taxable  year  if 
the  taxpayer  had  chosen  to  claim  the 
foreign  tax  credit  for  such  year. 

(f)  Illustrations.  The  application  of 
this  section  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Domestic  corporation  N 
owns  all  of  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A,  not  a  less  de¬ 
veloped  country  corporation.  Corporation 
A,  after  paying  foreign  Income  taxes  of  $30, 
has  earnings  and  profits  for  1065  of  $70.  all 
of  which  are  attributable  to  amounts  re¬ 
quired  under  section  951(a)  to  be  Included 
in  N  Corporation’s  gross  income  for  1965. 
Both  corporations  use  the  calendar  year  as 
the  taxable  year.  For  1966  and  1967,  A  Cor¬ 
poration  has  no  earnings  and  profits  attrib¬ 
utable  to  amounts  required  to  be  Included 
in  N  Corporation’s  gross  income  under  sec¬ 
tion  951(a);  for  each  such  year  It  makes  a 
distribution  of  $35  (from  its  earnings  and 
profits  for  1965)  from  which  a  foreign  income 
tax  of  $6  is  withheld.  For  each  of  1965,  1966, 
and  1967,  N  Corporation  derives  taxable  In¬ 
come  of  $50  from  sources  within  the  United 
States  and  elects  the  overall  limitation  under 
section  904(a)(2).  Hie  United  States  tax 
payable  by  N  Corporation  Is  determined  as 
follows,  the  surtax  exemption  under  section 
11(c)  being  disregarded  for  purposes  of 
simplification: 

im 

Taxable  income  of  N  Corporation: 

U.8.  sources . 00 

Sources  without  the  U.8.: 

Amount  required  to  be  included  in  N 
Corporation’s  gross  income  under 

sec.  951(a) . $70.00 

Foreign  income  taxes  deemed  paid  by 
N  Corporation  under  sec.  960(a)(1) 

(C)  and  included  in  N  Corporation’s 
gross  income  under  sec.  78  ($30X 


$70/t70) .  30.00  100.00 


Total  taxable  income . 150. 00 


U.S.  tax  payable  for  1965; 

U.8.  tax  before  credit  ($150X0.48) .  72. 00 

Credit:  Foreign  income  taxes  of  $30,  but  not 
to  exceed  oxrerall  limitation  of  $48  (or  1965 
($100/$150X$72) .  3a  00 


b  .8.  tax  payable .  42. 00 


tm 

Taxable  income  of  N  Corporation,  consisting  of 


income  from  U.S.  sources . $50. 00 

U.B.  tax  before  credit  ($50X0.48) .  24. 00 

Section  904(a)(2)  overall  limitation  for  1966; 

Limitation  for  1966  l«fore  increase  under  sec. 
960(b)(1)  ($24X$0/$60) .  0 


Plus;  increase  in  overall  limitation  for 
1966  under  sec.  960(b)(1): 

Amount  by  which  1965  overall  limita¬ 
tion  was  increased  by  reason  of  in¬ 
clusion  in  N  Corporation’s  gross 
income  under  sec.  951  (a)  for  1965 


($48-l($50X0.48)  X$0/$501) . $48. 00 

Less:  Foreign  income  taxes  allowed  as 
a  credit  for  1965  which  were  allow¬ 
able  solely  by  reason  of  such  sec. 

951  (a)  inclusion  f $30-$0) .  30. 00 

Balance .  18.00 


But :  Such  balance  not  to  exceed  foreign 
income  taxes  paid  by  N  Corporation 
for  1966  with  respect  to  $35  distribu¬ 
tion  excluded  under  sec.  950(a)(1) 

($<>  tax  withheld) .  6.00  6.00 


Overall  limitation  for  1966 .  6.00 


U.S.  tax  payable  for  1966: 

U  .8.  tax  before  credit  ($50X0.48) .  24. 00 

Credit:  Foreign  income  taxes  of  $6,  but  not  to 
exceed  overall  limitation  of  $6  for  1966. .  6. 00 

U.S.  tax  payable .  18.00 


tm 

Taxable  income  of  N  Corporation,  consisting  of 

income  from  U.S.  sources .  50. 00 

U.S.  tax  before  credit  ($50X0.48) . .  24.  oo 


Section  904(a)(2)  overall  limitation  (or  1967: 

Limitation  for  1967  before  increase  under  sec. 

960(b)(l)($24X$0/$50) .  0 

Plus;  Increase  in  overall  limitation 
for  1967  under  sec.  960(b)(1): 

Amount  by  which  1965  overall  limi¬ 
tation  was  increased  by  reason 
of  inclusion  in  N  Corporation’s 
gross  income  under  sec.  951  (a) 
for  1965  ($48-[($50X0.48)X$0/$50))..  $48.00 


Less:  Foreign  income  taxes  allowed 
as  a  credit  for  1965  which  were  ^ow- 
able  solely  by  reason  of  such  sec. 

9.51  (a)  inclusion  ($30-$0) .  30.00 

Tentative  balance .  18. 00 

Less:  Increase  in  overall  limitation 
under  sec.  960(b)  (1)  for  1966  by  reason 
of  such  sec.  951  (a)  inclusion .  6. 00 


Balance _ _ _ _  12.00 

But:  Such  balance  not  to  exceed  for¬ 
eign  income  taxes  paid  by  N  Cor¬ 
poration  for  1967  with  respect  to  $35 
distribution  excluded  under  sec. 

959(a)(1)  ($6  tax  withheld) .  6.00  6.00 


Overall  limitation  for  1967 .  6. 00 


U.S.  tax  payable  for  1967: 

U.S.  tax  before  credit  ($50X0.48) .  24. 00 

Credit;  Foreign  income  taxes  of  $6,  but  not  to 
exceed  overall  limitation  of  $6  for  1967 . .  6. 00 


U.S.  tax  payable .  18. 00 


Example  (2).  ’The  facts  for  1965,  1966, 
and  1967,  are  the  same  as  In  example  (1), 
except  that  in  1964,  to  which  the  section 
904(a)  (2)  overall  limitation  applies,  N  Cor¬ 
poration  pays  $18  of  foreign  income  taxes  in 
excess  of  the  overall  limitation  and  that  such 
excess  is  not  absorbed  as  a  carryback  to  1962 
or  1963  under  section  904(d).  ’Therefore, 
there  is  no  Increase  under  section  960(b)  (1) 
in  the  overall  limitation  for  1966  or  1967 
since  the  amount  ($48)  by  which  the  1965 
overall  limitation  was  increased  by  reason 
of  the  inclusion  in  N  Corporation’s  gross  in¬ 
come  fen:  1965  under  section  951(a),  less  the 
foreign  income  taxes  ($48)  allowed  as  a 
credit  which  were  allowable  solely  by  reason 
of  such  inclusion,  is  zero.  The  foreign  in¬ 
come  taxes  so  allowed  as  a  credit  for  1965 
which  were  allowable  solely  by  reason  of  such 
section  951(a)  inclusion  consist  of  the  $30 
of  foreign  income  taxes  deemed  paid  for  1965 
under  section  960(a)(1)(C)  and  the  $18  of 
foreign  Income  taxes  for  1964  carried  over 
and  deemed  paid  for  1965  under  section 
904(d). 

Example  (3).  (a)  Domestic  corporation  N 
owns  all  the  one  class  of  stock  of  controlled 
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foreign  corporation  A,  not  a  less  developed 
country  corporation,  which  in  turn  owns  all 
the  one  class  of  stock  of  controlled  foreign 
corporation  B.  All  corporations  use  the 
calendar  years  as  the  taxable  year.  Cor¬ 
poration  B,  after  paying  foreign  Income  taxes 
of  $30,  has  earnings  and  profits  for  1965  of 
$70,  all  of  which  are  attributable  to  amounts 
required  under  section  951(a)  to  be  Included 
In  N  Corporation’s  gross  income  for  1965, 
and  $35  of  which  it  distributes  in  such  year 
to  A  Corporation.  For  1965,  A  Corporation, 
after  paying  foreign  income  taxes  of  $5  on 
such  dividend  from  B  Corporation,  has  total 
earnings  and  profits  of  $30,  all  of  which  it 
distributes  in  such  year  to  N  Corporation,  a 
foreign  Income  tax  of  $3  being  withheld 
therefrom. 

(b)  For  1966,  B  Corporation  has  no  earn¬ 
ings  and  profits,  but  distributes  in  such  year 
to  A  Corporation  the  $35  remaining  of  its 
earnings  and  profits  for  1965.  For  1966,  A 
Corporation,  after  paying  foreign  Income 
taxes  of  $5  on  such  dividend  from  B  Cor¬ 
poration,  has  total  earnings  and  profits  of 
$30,  all  of  which  It  distributes  to  N  Corpora¬ 
tion,  a  foreign  Income  tax  of  $3  being  with¬ 
held  therefrom. 

(c)  For  each  of  1965  and  1966,  N  Corpora¬ 
tion  has  taxable  Income  of  $100  from  United 
States  sources  and  elects  the  overall  limita¬ 
tion  tmder  section  904(a)(2).  The  United 
States  tax  payable  by  N  Corporation  Is  de¬ 
termined  as  follows,  the  surtax  exemption 
under  section  11(c)  being  disregarded  for 
purposes  of  simplification ; 

196S 


Taxable  Income  of  N  Corporation: 

U.8.  sources _ $100 

Sources  without  the  U.8.: 

Amount  required  to  be  included  in  N 
Corpwation’s  gross  Income  under  sec. 

951(a)  with  respect  to  B  Corporation - $70 

Foreign  income  taxes  deemed  paid  by  N 
Corporation  under  sec.  960(a)(1)(C)  and 
Included  in  N  Corporation’s  gross  income 
under  sec.  78  ($3(rx$70/$70) .  30  100 

Total  taxable  Income _  2(X) 


U.S.  tax  payable  for  1965: 

U  .8.  tax  before  credit  ($200X0.48) .  96 

Credit:  Forei^  Income  taxes  of  $38  ([$30X$70/ 
$70]+I$5X$30/$30]+$3),  but  not  to  exceed 
o veraU  Umitation  of  $48  ($96X$10(V$200) .  38 


U.S.  tax  payable. 


1966 


58 


Taxable  Income  of  N  Corporation,  consisting  of 


income  from  U.S.  sources _  100 

U.8.  tax  before  credit  ($100X0.48) .  48 

Section  904(a)(2)  ovoall  limitation  for  1966: 

Limitation  for  1966  before  increase  nnd»  sec. 
960(b)(1)  ($48X$0/$100) .  0 


Flus:  Increase  in  overall  limitation  for  1966 
under  sec.  960(b)(1): 

Amount  by  whi^  1965  overall  limitation 
was  increased  by  reason  of  inclusion  in  N 
Corporation’s  gross  Income  under  sec. 
951(a)  for  1965  ($48-l($100X0.48)X$(V 

$1001). . $48 

Less:  Foreign  income  taxes  allowed  as  a 
cre^t  for  1966  which  were  allowable 
solely  by  reason  of  such  sec.  951(a)  in¬ 
clusion  ($38-$0) .  38 

Balance - -  10 

But:  Such  balance  not  to  exceed  foreign 
Income  taxes  paid  and  deemed  paid  by  N 
Corporation  for  1966  with  respect  to  $30 
distribution  excluded  under  see.  9S0(a)(l) 


(($5X$3(V$30]-l-$3)... . _8 

O  veraU  limitation  for  1966 .  8 


UB.  tax  payable  for  1966: 

U.8.  tax  before  credit  ($100X0.48) .  48 

Credit:  Foreign  income  taxes  of  $8  ($3-|-$5),  but 
not  to  exceed  overall  limitation  of  $8  for  1966...  8 


of  $110,000,  has  earnings  and  profits  for  1965 
of  $90,000,  all  of  which  are  attributable  to 
amounts  required  under  section  951(a)  to 
be  included  in  N  Corporation’s  gross  income 
for  1965.  For  1966,  A  Corporation  has  no 
earnings  and  profits  but  distributes  to  N 
Corporation  its  entire  earnings  and  profits 
for  1965,  from  which  distribution  foreign  in¬ 
come  taxes  of  $9,000  are  withheld. 

(b)  For  each  of  1965  and  1966  B  Corpora¬ 
tion,  after  paying  foreign  income  taxes  of 
$2,500,  has  earnings  and  profits  of  $47,500, 
no  part  of  which  is  attributable  to  amounts 
required  under  section  951(a)  to  be  included 
in  N  Corporation’s  gross  income,  and  all  of 
which  B  Corporation  distributes  to  N  Corpo¬ 
ration  in  each  such  year.  For  1965  and  1966, 
N  Corporation  elects  the  overall  limitation 
under  section  904(a)  (2).  The  United  States 
tax  payable  by  N  Corporation  is  determined 
as  follows,  after  taking  into  account  the  sur¬ 
tax  exemption  under  section  11  (c) :  - 

1965 

Taxable  income  of  N  Corporation: 

Amount  required  to  be  included  in  X 
Corporation’s  gross  income  under 
sec.  951(a)  with  respect  to  A  Cor¬ 
poration . . . $90,  (KM 

Foreign  Income  taxes  deemed  paid 
by  N  Corporation  under  sec.  960(a) 

(1)(C)  and  induded  in  N  Corpora¬ 
tion’s  gross  income  under  sec.  78 
($110,000x$90,000/$90,000) .  110,000 


Amount  included  in  N  Corporation’s 
gross  income  under  sec.  61  as  a  div¬ 
idend  from  B  Corporation .  47, 500 

Foreign  income  taxes  deemed  paid 
by  N  Corporation  under  sec.  902(a) 

(1)  and  included  in  N  Corporation’s 
gross  Income  under  sec.  78  ($2,500X 
$47,500/$47,500) .  2,500  60,000 


Total  taxable  income... .  250,000 

U.S.  tax  payable  for  1965: 

U.8.  tax  before  credit  (I$250,000X0.22]-|- 

($225,000X0.26]) .  113.500 

Credit:  Foreign  Income  taxes  of  $112,500 
($110,000-1-^,500),  but  not  to  exceed  overall 
limitation  of  $113,500  ($113,600X$260,000/ 

$250,000) .  112,500 


U.S.  tax  payable . .  1,  OOO 


1966 


Taxable  income  of  N  Corporation; 

Amount  included  in  N  Corporation’s  gross 
income  under  sec.  61  as  a  dividend  from  B 
Corporation _ _ _ _ _  47, 6oo 

Foreign  income  taxes  deemed  paid  by  N 
Corporation  under  sec.  902(a)(1)  and  In- 
dnded  In  N  Corporation’s  gross  income 
under  sec.  78  ($2,800X$47,800/$47,800). .  2, 600 

Total  taxable  income . . . .  60, 000 


U.S.  tax  before  credit  ([$50,OOOX0.22]-)-[$25,000 


Section  904(a)  (2)  overall  limitation  (or  1966? 

Limitation  for  1966  before  increase  under  sec. 

960(b)  (1)  ($17.600X$50,000/$60,000) _  17, 600 

Plus;  Increase  In  overall  limitation  for  1966 
under  sec.  060(b)  (I) : 

Amount  by  which  1966  overall 
limitation  was  increased  by 
reason  of  inclusion  in  N  Cor¬ 
poration’s  gross  income  under 
sec.  961(a)  for  1965  ($113,600 

-($17,600X$50,000/$60,000)) . $96,000 

Less:  Foreign  income  taxes  allowed 
as  a  credit  for  1966  which  were 
allowable  solely  by  reason  of 
such  sec.  051(a)  inclusion  ($112,- 
600-$2,600) .  110,000 


Balance  ((^  000-$110,000], 
but  not  to  be  less  than  sero).  0 
But:  Such  balance  not  to  exce^ 
foreign  income  taxes  paid  by  N 
Corporation  (or  1966  with  re¬ 
spect  to  $90,000  distribution  ex¬ 
cluded  under  sec.  050(a)(1) 

($9,000  tax  withheld) _  0, 000  0 


U.S.tax  payable - - - - -  40 

Example  (4).  (a)  Domestic  corporation  N 

directly  owns  all  of  the  one  class  of  stock  of 
each  of  controlled  foreign  corporations  A  and 
B,  neither  of  which  is  a  less  developed  coun- 
tiV  corp<»«tlon.  All  such  c<»i>oratlons  use 
the  calendar  year  as  the  taxable  year.  Corpo¬ 
ration  A,  after  paying  foreign  income  taxes 


Overall  limitation  for  1966. . . .  17, 600 

r.S.  tax  payable  for  1966; 

U.S.  tax  before  credit  ([$5O,000X0.22]X[$25,- 

000X0.90D .  17,600 

Credit;  Foreign  income  taxes  of  $11,600 
($9,000-|-$2,600).  but  not  to  exceed  overall 
limitation  of  $17,600 .  11, 600 

U.S.  tax  payable . . .....  6. 000 


§  1.960-5  Credit  for  taxable  year  of  in. 
elusion  binding  for  taxable  year  of 
exclusion. 

(a)  Taxes  not  allowed  as  a  deduction 
for  taxable  year  of  exclusion.  In  the 
case  of  any  taxpayer  who — 

(1)  Chooses  to  claim  a  foreign  tax 
credit  as  provided  in  section  901  for  the 
taxable  year  for  which  he  is  required  to 
include  in  gross  income  under  section 
951(a)  an  amount  attributable  to  the 
earnings  and  profits  of  a  controlled  for¬ 
eign  corporation,  and 

(2)  Does  not  choose  to  claim  a  for¬ 
eign  tax  credit  as  provided  in  section  901 
for  a  taxable  year  in  which  he  receives 
an  amount  which  is  excluded  from  gross 
income  under  section  959(a)  (1)  and 
which  is  attributable  to  such  earnings 
and  profits  of  such  (xmtrolled  foreign 
corporation, 

no  deduction  shall  be  allowed  under  sec¬ 
tion  275(a)  (4)  (or  under  section  164(b) 
(6)  for  taxable  years  beginning  before 
January  1,  1964)  for  the  taxable  year 
of  such  exclusion  for  any  foreign  inccxne 
taxes  paid  or  accrued  on  or  with  respect 
to  such  excluded  amount. 

(b)  Illustration.  The  application  of 
this  section  may  be  illustrated  by  the 
following  example: 

Example.  Domestic  Corporation  N  owns 
all  the  one  class  of  stock  of  controlled  for¬ 
eign  corporation  A,  not  a  less  developed 
country  corporation.  Both  corporations  use 
the  calendar  year  as  the  taxable  year.  All  of 
A  Corporation’s  earnings  and  profits  of  $80 
for  1965  (after  payment  of  foreign  Income 
taxes  of  $20  on  Its  total  Income  of  $100  for 
such  year)  are  attributable  to  amounts  re¬ 
quired  under  section  951(a)  to  be  Included 
In  N  Corporation’s  gross  Income  for  1965. 
For  1965,  N  Corporation  chooses  to  claim  a 
foreign  tax  credit  for  the  $20  of  foreign  In¬ 
come  taxes  which  for  such  year  are  paid  by 
A  Corporation  and  deemed  paid  by  N  Corpo¬ 
ration  under  section  060(a)(1)(C)  and 
paragraph  (c)(1)  of  11.060-1.  For  1966,  A 
Corporation  distributes  the  entire  $80  of 
1965  earnings  and  profits,  a  foreign  Income 
tax  of  $8  being  withheld  therefrom.  Al¬ 
though  N  Corporation  does  not  choose  to 
claim  a  foreign  tax  credit  for  1966,  It  may 
not  deduct  such  $8  of  foreign  Income  taxes 
under  section  275(a)(4).  Corporation  N 
may,  however,  deduct  under  such  section  a 
foreign  Income  tax  of  $4  which  Is  withheld 
from  a  distribution  of  $40  by  A  Corporation 
during  1966  from  Its  1966  earnings  end 
profits. 

§  1.960-6  Overpayments  resulting  from 
increase  in  limitation  for  taxable  year 
of  exclusion. 

(a)  Amount  of  overpayment.  If  an 
Increase  in  the  limitation  under  section 
960(b)  (1)  and  S  1.960-4  for  a  taxable 
year  of  exclusion  exceeds  the  tax  (de¬ 
termined  before  allowance  of  any  credits 
against  tax)  imposed  by  chapter  1  of  the 
C(xle  for  such  year,  the  amoimt  of  such 
excess  shall  be  deemed  an  overpayment 
of  tax  for  such  year  and  shall  be  re¬ 
funded  or  credit^  to  the  taxpayer  in 
accordance  with  chapter  65  (section  6401 
and  following)  of  the  Code. 

(b)  Illustration.  The  application  of 
this  section  may  be  Illustrated  by  the 
following  example: 

Example.  Domestic  corporation  N  owns 
all  the  one  class  of  stock  of  controlled  few- 
elgn  corporation  A,  not  a  less  developed 
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country  corporation.  Both  corporations  use 
the  calendar  year  as  the  taxable  year.  For 

1965,  A  Corporation  has  total  Income  of 
$100,000  on  which  it  pays  foreign  Income 
taxes  of  $20,000.  All  of  A  Corporation’s  earn¬ 
ings  and  profits  for  1965  of  $80,000  are  at¬ 
tributable  to  amounts  which  are  required 
under  section  661(a)  to  be  included  in  N 
Corporation’s  gross  Income  for  1965.  By  rea¬ 
son  of  such  income  inclusion  N  Corporation 
is  deemed  for  1965  to  have  paid  under  sec¬ 
tion  960(a)(1)(C),  and  is  required  under 
section  78  to  Include  in  gross  income  for  such 
year,  the  $20,000  ($20,000 X$80,000/$80,000) 
of  foreign  income  taxes  paid  by  A  Corporation 
for  such  year.  Corporation  N  also  derives 
$100,000  taxable  income  from  sources  within 
the  United  States  for  1965.  For  1966,  N 
Corporation  has  $25,000  of  taxable  income, 
all  of  which  is  derived  from  sources  within 
the  United  States.  No  part  of  A  Corpora¬ 
tion’s  earnings  and  profits  for  1966  is  attrib¬ 
utable  to  amounts  required  under  section 
951(a)  to  be  included  in  N  Corporation’s 
gross  Income.  During  1966,  A  Corporation 
makes  one  distribution  consisting  of  its 
$80,000  earnings  and  profits  for  1965,  all  of 
which  is  excluded  under  section  959(a)(1) 
from  N  Corporation’s  gross  income  for  1966, 
and  from  which  distribution  foreign  income 
taxes  of  $10,000  are  withheld.  For  1965  and 

1966,  N  Corporation  elects  the  overall  limi¬ 
tation  under  section  904(a)  (2).  ’The  United 
States  tax  of  N  Corporation  is  determined  as 
follows  for  such  years: 

1965 

Taxable  income  of  N  Corporation: 

U.8.  sources . $100,000 

Sources  without  the  U.8.: 

Amount  required  to  be  included  in 
N  Corporation’s  gross  income 

under  sec.  951(a) . $80,000 

Foreign  income  taxes  deemed  paid 
by  N  Corporation  under  sec. 

960(a)(1)(C)  and  included  in  N 
Corporation’s  gross  income  under 
sec.  78  ($20,000x$80,000/$80,000)..  20,000  100,000 


Total  taxable  income .  200,000 


U.8.  tax  before  credit  ([$200,000X0.22]+ 

[$175,000X0.26]) .  89,500 

Credit;  Foreign  income  taxes  of  $20,000,  but 
not  to  exoe^  overall  limitation  of  $M,760 
($89,500X$100,000/$200,000) .  20, 000 


U.S.tax  payable .  69,500 
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Taxable  income  of  N  Corporation,  consisting  of 

income  from  U.8.  sources . .  $26, 000 

U.8.  tax  before  credit  ($25,000X0.22) .  5, 600 

Section  904(a)(2)  overall  limitation  for  1966: 

Limitation  for  1966  before  increase  under  sec. 

960(b)(1)  ($5,500X$0/$25,000) .  0 


Plus:  Increase  in  overall  limitation 
for  1966  under  sec.  960(b)(1): 

Amount  by  which  1965  overall  lim¬ 
itation  was  increased  by  reason  of 
inclusion  in  N  Corporation’s 
gross  income  under  sec.  951(a) 
for  1966  ($44,760-[$41,500X$0/ 

$100,000]) . $44,760 

Less:  Foreign  income  taxes  idlowed 
as  a  credit  for  1965  which  were  al¬ 
lowable  solely  by  reason  of  such 
sec.  951(a)  inclusion  ($20,000-$0).  20. 000 


Balance . . .  24,750 

But;  8ucb  balance  not  to  exceed 
foreign  income  taxes  paid  by  N 
Corporation  for  1966  with  respect 
to  ^,000  distribution  excluded 
under  sec.  969(a)(1)  ($10,000  tax 
withheld) .  10,000  10,000 


Overall  limitation  (or  1966 . . . .  10, 000 

U.S.  tax  payable  for  1966: 

U.8.  tax  before  credit  ($25,000X0.22) .  6, 600 

Credit:  Foreign  income  taxes  of  $10,000,  but 
not  to  exceed  overall  limitation  of  $10,000 
(or  1966 .  10,000 


U.8.  tax  payable .  None 


Overpayment  of  tax  (or  1966: 

Increase  in  limitation  under  sec.  960(b)(1) 

for  1966 .  10,000 

Less;  Tax  imposed  for  1966  tmder  chapter  1 
of  the  Code . . . . . .  5, 600 


Excess  treated  as  overpayment . .  4, 600 


Par.  2.  Paragraph  (b)  of  §  1.78-1  is 
amended  to  read  as  follows: 

§  1.78—1  Dividends  received  from  cer¬ 
tain  foreign  corporations  by  certain 
domestic  corporations  choosing  the 
foreign  tax  credit. 

•  •  «  •  * 

(b)  Certain  taxes  not  treated  as  a  sec¬ 
tion  78  dividend.  Foreign  income  taxes 
deemed  paid  by  a  domestic  corporation 
under  section  902(a)  (1)  or  section  960 

(a)  (1)  (C)  shall  not,  to  the  extent  pro¬ 
vided  by  paragraph  (b)  of  §  1.960-3,  be 
treated  as  a  section  78  dividend  where 
such  taxes  are  imposed  on  certain  dis¬ 
tributions  from  the  earnings  and  profits 
of  a  controlled  foreign  corporation  at¬ 
tributable  to  amounts  which  are,  or  have 
been,  included  in  gross  income  under 
section  951. 

Par.  3.  Paragraph  (a)  (8)  of  §  1.902-3 
is  amended  to  read  as  follows: 

§  1.902—3  Credit  for  domestic  corporate 
shareholder  of  a  foreign  corporation 
(after  amendment  by  Revenue  Act 
of  1962). 

(a)  Domestic  shareholder  owning 
stock  in  a  first-tier  corporation.  •  •  • 
(8)  Gross-up  of  dividends  by  taxes 
deemed  paid.  Any  taxes  deemed  paid  by 
a  domestic  shareholder  for  the  taxable 
year  pursuant  to  section  902(a)  (1)  and 
subparagraph  (2)  of  this  paragraph 
shall,  except  as  provided  in  paragraph 

(b)  of  §  1.960-3,  be  included  in  the  gross 
income  of  such  shareholder  for  such 
year  as  a  dividend  pursuant  to  section 
78  and  §  1.78-1. 

Par.  4.  There  is  inserted  immediately 
before  §  1.970  the  following  new  section: 

§  1.964—5  Effective  date  of  Subpart  F. 

Sections  951  through  964  and  §§  1.951 
through  1.964-4  shall  apply  with  respect 
to  taxable  years  of  foreign  corporations 
beginning  after  December  31,  1962,  and 
to  taxable  years  of  United  States  share¬ 
holders  within  which  or  with  which  such 
taxable  years  of  such  corporations  end. 

1F.R.  Doc.  65-3932;  Filed,  Apr.  19.  1965; 

8:45Bajn.] 


DEPARTMENT  OF  AGRICULTURE 

Consumer  and  Marketing  Service 

[  7  CFR  Parts  1063,  1070,  1078, 
1079  1 

[Docket  Nos.  AO  105-A18.  AO  229-AlO, 

AO  272-A5.  AO  295-A6] 

MILK  IN  QUAD  CITIES-DUBUQUE, 
CEDAR  RAPIDS-IOWA  CITY,  NORTH 
CENTRAL  IOWA,  AND  DES  MOINES, 
IOWA,  MARKETING  AREAS 

Notice  of  Hearing  on  Proposed 
Amendments  to  Tentative  Market¬ 
ing  Agreements  and  Orders 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) . 
and  the  applicable  rules  of  prsuitice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 


orders  (7  CFR  Part  900) ,  notice  is  hereby 
given  of  a  public  hearing  to  be  held  at 
the  Hotel  Roosevelt,  200  First  Avenue 
NE.,  Cedar  Rapids,  Iowa,  beginning  at 
9:30  a.m.,  local  time,  on  April  27,  1965, 
with  respect  to  proposed  amendments  to 
the  tentative  marketing  agreements  and 
to  the  orders,  regulating  the  handling  of 
milk  in  the  Quad  Cities-Dubuque,  Cedar 
Rapids-Iowa  City,  North  Central  Iowa, 
and  Des  Moines,  Iowa,  marketing  areas. 

The  public  hearing  is  for  the  purpose  ' 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any 
appropriate  modifications  thereof,  to  the 
tentative  marketing  agreements  and  to 
the  orders. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Proposed  by  Des  Moines  Cooperative 
Dairy: 

Proposal  No.  1.  In  §  1070.50(b)  of  the 
Cedar  Rapids-Iowa  City  order,  increase 
the  three  values  specified  by  5  cents,  to 
read:  “$1.30  August  through  November, 
$0.90  March  through  June,  and  $1.10  in 
other  months:” 

Proposal  No.  2.  In  §  1078.50(b)  of  the 
North  Central  Iowa  order,  increased  the 
three  values  specified  by  5  cents  to  read: 
“$1.30  August  through  November,  $0.90 
March  through  June,  and  $1.10  in  other 
months:” 

Proposal  No.  3.  a.  Revise  that  portion 
of  §  1078.52  of  the  North  Central  Iowa 
order  preceding  the  proviso  to  read: 

For  that  milk  which  is  received  from 
producers  at  a  pool  plant  located  outside 
Johnson  County,  or  Linn  County,  Iowa, 
and  50  miles  or  more  from  the  city  halls 
of  each  of  the  cities  of  Waterloo,  Mason 
City.  Fort  Dodge,  and  Marshalltown, 
Iowa,  by  the  shortest  hard-surfaced 
highway  distance  as  determined  by  the 
market  administrator,  and  which  is  clas¬ 
sified  as  Class  I  milk,  the  price  specified 
in  §  1078.50(b)  shall  be  reduced  by  10 
cents  for  the  first  65  miles  or  less  and  by 
1.5  cents  for  each  additional  10  miles  or 
fraction  thereof  that  such  plant  is  from 
the  nearest  of  the  city  halls  of  Waterloo, 
Mason  City,  Fort  Dodge,  and  Marshall¬ 
town: 

b.  Make  conforming  changes  in 
§  1078.82. 

Proposal  No.  4.  In  §  1079.50(b)  of  the 
Des  Moines,  Iowa,  order,  decrease  the 
values  shown  by  14  cents  to  read:  “$1.31 
August  through  November.  $0.91  March 
through  June,  and  $1.11  in  other 
months:” 

Proposal  No.  5.  a.  Revise  §  1063.52(a) 
(1)  and  (2)  of  the  Quad  Cities-Dubuque 
order  to  read: 

(1)  At  a  plant  in  Dubuque  and  Jack- 
son  Counties,  Iowa,  and  East  Dubuque, 
HI.,  by  5  cents;  and 

(2)  At  a  plant  located  outside  the  mar¬ 
keting  area  and  70  miles  or  more  from 
the  City  Hall,  Rock  Island,  HI.,  or  from 
the  Post  OfBce  in  West  Liberty,  Iowa, 
whichever  is  nearer,  by  the  shortest  hard¬ 
surfaced  highway  distance  as  determined 
by  the  market  administrator,  at  the  rate 
set  forth  in  the  following  schedule: 
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Rate  per 
hundredweight 
{cents) 


Distance  from  the  Rock  Island 
City  Hall  or  the  Poet  Of¬ 
fice  In  West  Liberty,  Iowa, 
whichever  is  nearer 
(miles) : 

70  but  less  than  80 .  10. 0 

For  each  additional  10  miles 
or  fraction  thereof  an  ad¬ 
ditional _  1. 5 

b.  Make  conforming  changes  in 
§  1063.82. 

PropHJsed  by  Mississippi  Valley  Milk 
Producers  Association  and  Clinton  Co¬ 
operative  Milk  Producers  Association: 

Proposal  No.  6.  Revise  §  1063.52(a)  (2) 
of  the  Quad  Cities-Dubuque  order  to 
read: 

(2)  At  a  plant  located  outside  the 
marketing  area  and  70  miles  or  more 
from  the  City  Hall,  Rock  Island,  HI.,  or 
from  the  Post  OfiBce  in  West  Liberty, 
Iowa,  whichever  is  nearer,  by  the  short¬ 
est  hard-surfaced  highway  distance  as 
determined  by  the  market  administra¬ 
tor,  at  the  rate  set  forth  in  the  following 
schedule: 

Rate  per 
hundredweight 
(cents) 

Distance  from  the  Bock  Is¬ 
land  City  Hall  or  the 
Post  Office  in  West  Lib¬ 
erty,  Iowa,  whichever 
is  nearer  (miles) : 

70  but  less  than  80 _  10.0 

For  each  additional  10 
miles  or  fraction  there¬ 
of  an  additional _  1.6 

Propxised  by  Cedar  Valley  Cooperative 
Milk  Association,  Inc. : 

Proposal  No.  7.  Amend  the  North 
Central  Iowa  order  to  provide  align¬ 
ment  of  prices,  location  adjustments, 
and  pricing  points  with  a  five-cent  Class 
I  pnlce  increase  in  some  areas. 

Proposed  by  Albert  Lea  Cooperative 
Creamery  Association: 

Proposal  No.  8.  In  §  1078.52  of  the 
North  Central  Iowa  order,  replace  “50 
miles”  with  “40  miles”. 

Proposed  by  North  Iowa  Co-op  Milk 
Marketing  Association: 

Proposal  No.  9.  In  §  1078.50(b)  of  the 
North  Central  Iowa  order,  increase  the 
three  values  spieclfied  by  5  cents  to  read: 
“$1.30  August  through  November,  $0.90 
March  through  Jime,  and  $1.10  in  other 
months:” 

PropHjsed  by  Anderson -Erickson  Dairy: 
Proposal  No.  10.  Revise  S  1079.50(b) 
of  the  Des  Moines,  Iowa,  order  to  read: 

(b)  Class  I  milk  price.  The  Class  I 
milk  price  shall  be  the  basic  formula 
price  for  the  preceding  month  plus  $1.21 
August  through  November,  $0.81  March 
through  June  and  $1.01  in  other 
months. 

Proposed  by  the  Dairy  Division,  Con¬ 
sumer  and  Marketing  Service: 

Proposal  No.  11.  Make  such  changes 
as  may  be  necessary  to  make  the  entire 
marketing  agreements  and  the  orders 
conform  with  any  amendments  thereto 
that  may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and 
the  orders  may  be  procured  from  the 
Market  Administrator,  Post  Office  Box 
834,  Des  Moines,  Iowa,  50304,  the  Mar¬ 


ket  Administrator,  Post  Office  Box  691, 
Rock  Island,  HI.,  61202,  or  from  the 
Hearing  Clerk,  Room  112-A,  Adminis¬ 
tration  Building,  U.S.  Department  of 
Agriculture,  Washington,  D.C.,  20250,  or 
may  be  there  inspected. 

Signed  at  Washington,  D.C.,  on  April 
15, 1965. 

J.  C.  Blttm, 

Acting  Deputy  Administrator, 
Regulatory  Programs. 

[FJR.  Doc.  65-4002;  Filed,  Apr.  19,  1966; 
8:49  am.] 


FEDERAL  AVIATION  AGENCY 

[  14  CFR  Part  71  1 

[Airspace  Docket  No.  64-EA-l] 

CONTROL  ZONE  AND  TRANSITION 
AREAS 

Proposed  Designation  and  Alteration 

The  Federal  Aviation  Agency  Is  con¬ 
sidering  amending  §§  71.171  and  71.181 
of  Part  71  of  the  Federal  Aviation  Reg¬ 
ulations  which  would  alter  the  Allen¬ 
town,  Pa.,  control  zone  (29  F.R.  17582), 
designate  a  700-foot  transition  area  over 
AUentown-Bethlehem-Easton  Airport, 
Allentown,  Pa.,  Pottstown  Municipal  Air¬ 
port,  Pottstown,  Pa.,  and  Solberg- 
Hunterdon  Airport,  Readington,  N.J.  A 
1,200-foot  Allentown,  Pa.,  transition  area 
would  also  be  designated. 

The  controlled  airspace  in  the  afore¬ 
said  terminal  areas  is  presently  com¬ 
posed  of  a  portion  of  the  New  York,  con¬ 
trol  area  extension  (29  P.R.  17572)  and 
the  Allentown,  Pa.,  control  zone  de¬ 
scribed  as  airspace  being  within  a  5-mile 
radius  of  AUentown-Bethlehem-Easton 
Airport  and  within  2  mUes  either  side  of 
the  Allentown  RR  NE  course,  extending 
from  the  5-mile  radius  zone  to  10  mUes 
NE  of  the  RR;  within  2  mUes  either  side 
of  the  AUentown  TLS  localizer  SW  course 
extending  from  the  5-mile  radius  zone 
to  10  miles  SW  of  the  OM,  and  within  2 
mUes  either  side  of  the  Allentown 
VORTAC  347®  radial,  extending  from 
the  5-mile  radius  zone  to  10  miles  N  of 
the  VORTAC. 

The  proposed  alteration  to  the  Allen¬ 
town  control  zone  will  decrease  the  NW 
extension  by  3  miles,  eliminate  the  SW 
extension  and  decrease  the  NE  extension 
by  4  mUes.  An  additional  NE  extension 
wiU  be  added  premised  on  the  airport 
ILS  localizer  NE  course  extended  10  mUes 
from  the  localizer.  This  new  extension 
would  provide  protection  for  aircraft 
executing  the  AL-15-ILS-Rwy-24(BC) 
Instrument  approach  procedure.  The 
700-foot  transition  area  would  provide 
protection  to  aircraft  executing  instru¬ 
ment  approach  procedures  down  to  700 
feet  above  ground  level  and  above  700 
feet  above  ground  level  for  those  execut¬ 
ing  departure  procedures  and  in  con¬ 
junction  with  the  1,200-foot  transition 
areas  would  provide  protection  for  air¬ 
craft  executing  prescribed  Instrument 
holding  and  radar  vectoring  procedures 
in  the  aforesaid  terminal  areas. 

The  floors  of  airways  which  traverse 
the  transition  areas  proposed  herein 


would  coincide  with  the  floors  of  the 
transition  areas. 

Certain  minor  revisions  to  prescribed 
instnunent  procedures  would  be  effected 
In  conjimction  with  the  actions  proposed 
herein,  but  operational  complexity  would 
not  be  increased  nor  would  aircraft  per¬ 
formance  or  present  landing 
be  adversely  affected.  Specific  details  of 
the  changes  to  procedures  and  minimum 
flight  rules  altitudes  that  would  be  re¬ 
quired  may  be  examined  by  contacting 
the  Chief,  Airspace  Branch,  Air  Traffic 
Division,  Federal  Aviation  Agency,  Fed¬ 
eral  Building,  John  F.  Kennedy  Inter- 
national  Airport,  Jamaica,  N.Y.,  11430. 

Interested  persons  may  submit  such 
written  data  or  views  as  they  may  desire. 
Communications  should  be  submitted  hi 
triplicate  to  the  Director,  Eastern  Region, 
ATTN:  Chief,  Air  Traffic  Division,  Fed¬ 
eral  Aviation  Agency,  Federal  Building 
John  F.  Kennedy  International  Airport, 
Jamaica,  N.Y.,  11430.  All  communica¬ 
tions  received  within  45  days  after  publi¬ 
cation  in  the  Federal  Register  will  be 
considered  before  action  Is  taken  on  the 
proposed  amendment.  No  hearing  is 
contemplated  at  this  time,  but  arrange¬ 
ments  for  informal  conferences  wiffi 
Federal  Aviation  Agency  officials  may  be 
made  by  contacting  the  Chief,  Airspace 
Branch,  Eastern  Region. 

Any  data,  or  views  presented  during 
such  conferences  must  also  be  submitted 
in  writing  in  accordance  with  this  notice 
in  order  to  become  part  of  the  record  for 
consideration.  The  proposal  contained 
in  this  notice  may  be  changed  in  the  light 
of  comments  received. 

The  official  docket  will  be  available  for 
examination  by  interested  persons  at  the 
Office  of  the  Regional  Counsel,  Federal 
Aviation  Agency,  Federal  Building,  John 
F.  Kennedy  International  Airport,  Ja¬ 
maica,  N.Y. 

The  Federal  Aviation  Agency,  having 
completed  a  comprehensive  review  of  the 
airspace  requirements  for  the  terminal 
areas  of  Allentown  and  Pottstown,  Pa. 
and  Readington,  N.J.,  attendant  to  the 
implementation  of  the  provisions  of  Cfivil 
Air  Regulation  amendments  60-21  and 
60-29  (26  P.R.  570;  27  F.R.  4012),  pro¬ 
poses  the  airspace  actions  hereinafter 
set  forth: 

1.  Amend  §  71.171  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to  de¬ 
lete  the  description  of  the  Allentown,  Pa., 
control  zone  and  Insert  in  lieu  thereof: 

within  a  5-mlle  radius  of  the  center, 
40'39'10''  N.,  75*26'20''  W.  of  AUentown- 
Bethlehem-Easton  Airport,  Allentown,  Pa., 
within  2  miles  each  side  of  a  line  bearing 
050°  from  a  point  at  40*42'00''  N.,  75°26'06" 
W.,  extended  from  the  6-mlle  radius  area  to 
6  miles  northeast  of  said  point,  within  2 
miles  each  side  of  the  Allentown  ILS  localizer 
northeast  coxu'se,  extending  from  the  6-mlle 
radius  zone  to  10  miles  northeast  of  the  local¬ 
izer,  and  within  2  miles  each  side  of  the 
Allentown  VORTAC  347*  radial  extending 
from  the  6-mlle  radius  zone  to  7  miles  north 
of  the  VORTAC, 

2.  Amend  S  71.181  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
designate  a  700  and  1200  foot  Allentown, 
Pa.,  Transition  Area  described  as  follows: 

Allentown,  Pa. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  21-mlle  radius 
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ot  the  center,  40*39'10"  N.,  76°26'20''  W.,  of 
AUentown-Bethlehem-Easton  Airport,  Allen¬ 
town,  Pa.,  extending  clockwise  from  the  205* 
hearing  from  the  airport  to  6  miles  northwest 
Allentown,  Pa..  VORTAC  043*  radial; 
within  6  miles  each  side  of  the  Allentown 
VORTAC  043*  radial  extending  from  the 
VORTAC  to  18  miles  northeast  of  the 
VORTAC;  within  a  12-mlle  radius  of  the  alr- 
oort  extending  clockwise  from  6  miles  south- 
Mst  of  the  Allentown  VORTAC  043*  radial 
to  the  205*  bearing  from  the  airport. 

That  airspace  extending  upward  from  1,200 
feet  above  the  surface  beginning  at:  41*00'- 
00"  N ,  75*46'00"  W.  to  41*00'00"  N.,  75*15'- 
00"  W,  to  40*48'00"  N..  75*00'00"  W.  to 
40*49'00"  N..  74*37'00"  W.  to  40*33'00"  N., 
74*49'30"  W.  to  04*31'15"  N.,  74°42'30"  W. 
to  40‘24'20"  N.,  74*45'40"  W.  to  40*30'00" 
N  75*00'00"  W.  to  40*30'00"  N..  75*20'30" 
w’  to  40*07'00"  N.,  75*22'00"  W.  to  40*05'00" 
75*25'40"  W.  to  40*05'00"  N.,  75*44'0O" 
w!  to  40*10'00"  N.,  75*44 '00"  W,  to  40*15'00" 
N,  76*00'00"  W.  to  40*30'00"  N.,  76*15'00" 
W.  to  40*30'00"  N.,  76“00'00"  W.  to  40*40'00" 
N.,  76°00'00"  W.  to  point  of  beginning. 

3.  Amend  §  71.181  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
designate  a  700-foot  Readlngton,  N.J., 
transition  area  described  as  follows: 

Readington,  N.J. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  6-mlle  radius 
of  the  center,  40°34'58"  N..  74*44'32"  W.  of 
Bolberg-Hunterdon  Airport,  Recidlngton, 
N.J.;  excluding  the  portion  within  the  New 
York,  N.Y.,  transition  area. 

4.  Amend  §  71.181  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
designate  a  700-foot  Pottstown,  Pa., 
transition  area  described  as  follows: 

Pottstown,  Pa. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  6-mlle  radius 
of  the  center,  40°15'37"  N.,  75*40'09"  W.  of 
Pottstown  Municipal  Airport,  Pottstown,  Pa., 
within  2  miles  each  side  of  the  centerline  of 
Runway  1  extended  from  the  6-mlle  radius 
area  to  8  miles  N  of  the  end  of  the  runway 
and  within  2  miles  each  side  of  the  Potts¬ 
town  VOR  294*  radial  extending  from  the 
6-inlle  radius  area  to  the  VOR. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348) . 

Issued  in  Jamaica,  N.Y.,  on  March  30, 
1965. 

Oscar  Bakke, 
Director.  Eastern  Region. 

|P.R.  Doc.  65-4084;  Piled,  Apr.  19,  1965; 

8:48  a.m.] 


[  14  CFR  Part  71  ] 

[Airspace  Docket  No.  65-EA-3] 

CONTROL  ZONES  AND  TRANSItToN 
AREAS 

Proposed  Alteration  and  Designation 

The  Federal  Aviation  Agency  is  con¬ 
sidering  amending  §§  71.171  and  71.181 
of  Part  71  of  the  Federal  Aviation  Regu¬ 
lations  which  would  alter  the  Rome  (29 
Pit.  17629),  Syracuse  (29  F.R.  17636) 
and  Utica  (29  F.R,  17638) ,  N.Y.  control 
zones  and  designate  700-foot  above 
ground  transition  areas  over  Clarence  E. 
Hancock  Airport,  Syracuse,  N.Y.,  and 
Oneida  County  Airport,  Utica,  N.Y.  A 
1200-foot  above  ground  Utica,  N.Y., 
transition  area  would  also  be  designated. 


The  controlled  airspace  in  the  afore¬ 
mentioned  terminal  areas  is  presently 
composed  of  the  Rome,  N.Y.  (29  F.R. 
17575),  and  Syracuse,  N.Y.  (29  F.R. 
17578),  control  area  extensions.  Also 
included  are  the  control  zones  of  Rome, 
N.Y.,  described  as  being  within  a  5-mile 
radius  of  GrifBss  Air  Force  Base,  Syra¬ 
cuse,  N.Y.,  described  as  being  within  a 
5 -mile  radius  of  Clarence  E.  Hancock 
Airport  and  within  2  miles  either  side  of 
the  Syracuse  ILS  localizer  E  course  ex¬ 
tending  from  the  5 -mile  radius  zone  to 
10  miles  E  of  the  OM,  within  2  miles  each 
side  of  the  086°  and  266*  bearings  of  the 
Syracuse  RBN  extending  from  the  5- 
mile  radius  zone  to  10  miles  W  of  the 
RBN,  and  within  2  miles  either  side  of 
the  Ssrracuse  VORTAC  120*  and  300° 
radials  extending  from  the  5-mile  radius 
zone  to  10  mUes  NW  of  the  VORTAC; 
and  Utica,  N.Y.,  described  as  being  with¬ 
in  a  5-mile  radius  of  Oneida  County  Air¬ 
port  and  within  2  miles  either  side  of  the 
Utica  ILS  localizer  SE  course  extending 
from  the  5-mile  radius  zone  to  the  Utica 
RBN.  excluding  that  portion  within  the 
Griffs  AFB  control  zone. 

The  proposed  alteration  of  the  Syra¬ 
cuse  control  zone  would  provide  protec¬ 
tion  for  aircraft  executing  prescribed 
instrument  approach  and  departure  pro¬ 
cedures  of  Clarence  E.  Hancock  Airport. 
The  control  zone  modification  reduces 
the  west  and  northwest  extensions  and 
eliminates  the  extension  to  the  east. 

The  proposed  designation  of  the  Rome, 
N.Y.,  control  zone  would  provide  pro¬ 
tection  for  aircraft  executing  prescribed 
instrument  and  departure  procedures  at 
GrifBss  AFB.  Three  new  extensions 
would  be  designated.  The  two  exten¬ 
sions  to  the  NW  provide  protection  for 
aircraft  executing  the  AL-433-VOR, 
JAL-433-VOR,  AL-433-TACAN,  and 
JAL-433-TACAN-1  instrument  approach 
procedures.  The  extension  to  the  south¬ 
east  provides  protection  for  the  JAIj-433- 
TACAN/ILS-Rwy-33,  JAL-433-VOR/ 
ILS-Rwy-33.  AL-433-VOR/ILS-Rwy-33, 
ALi-433-ADF  instrument  approach  pro¬ 
cedures. 

The  proposed  designation  of  the  Utica, 
N.Y,,  control  zone  would  provide  pro¬ 
tection  for  aircraft  executing  prescribed 
instrument  approach  and  departure  pro¬ 
cedures  at  Oneida  County  Airport,  Utica, 
N.Y.  A  new  extension  Is  added  to  pro¬ 
vide  protection  for  the  AIj-955-VOR-1 
instrument  approach  procedure. 

The  700-  and  1,200-foot  transition 
areas  would  provide  protection  for  air¬ 
craft  executing  prescribed  holding,  ar¬ 
rival,  departure,  and  radar  vectoring  pro¬ 
cedures  in  the  Utica,  N.Y.,  terminal 
complex. 

The  fioors  of  airways  which  traverse 
the  transition  areas  proposed  herein 
would  coincide  with  the  fioors  of  the 
transition  areas. 

Certain  minor  revisions  to  prescribed 
instrument  procedures  would  be  effected 
in  conjunction  with  the  actions  proposed 
herein,  but  operational  complexity  would 
not  be  Increased  nor  would  aircraft  per¬ 
formance  or  present  landing  minimums 
be  adversely  affected.  Specific  details 
of  the  changes  to  procedures  and  mini¬ 
mum  flight  rules  altitudes  that  would  be 
required  may  be  examined  by  contacting 
the  Chief,  Airspace  Branch,  Air  Traffic 


Division,  Federal  Aviation  Agency,  Fed¬ 
eral  Building,  John  F.  Kennedy  Inter, 
national  Airport,  Jamaica,  N.Y.,  11430. 

Interested  persons  may  submit  such 
written  data  or  views  as  they  may  desire. 
Communications  should  be  submitted  in 
triplicate  to  the  Director,  Eastern  Region, 
Attention:  Chief,  Air  Traffic  Division, 
Federal  Aviation  Agency,  Federal  Build¬ 
ing,  John  F.  Kennedy  International  Air¬ 
port,  Jamaica,  N.Y.,  11430.  All  com¬ 
munications  received  within  45  days 
after  publication  in  the  Federal  Register 
will  be  considered  before  action  is  taken 
on  the  proposed  amendment.  No  hear¬ 
ing  is  contemplated  at  this  time,  but  ar¬ 
rangements  for  Informal  conferences 
with  Federal  Aviation  Agency  officials 
may  be  made  by  contacting  the  Chief, 
Airspace  Branch,  Eastern  Region. 

Any  data,  or  views  presented  during 
such  conferences  must  also  be  submitted 
in  writing  in  accordance  with  this  notice 
in  order  to  become  part  of  the  record  for 
consideration.  The  proposal  contained 
in  this  notice  may  be  changed  in  the 
light  of  comments  received. 

The  official  docket  will  be  available  for 
examination  by  interested  persons  at 
the  Office  of  the  Regional  Coimsel,  Fed¬ 
eral  Aviation  Agency,  Federal  Building, 
John  F.  Kennedy  International  Airport, 
Jamaica,  N.Y. 

The  Federal  Aviation  Agency,  having 
completed  a  comprehensive  review  of  the 
airspace  requirements  for  the  terminal 
areas  of  Rome,  Syracuse,  and  Utica,  N.Y., 
attendant  to  the  implementation  of  the 
provisions  of  Civil  Air  Regulation  amend¬ 
ments  60-21  and  60-29  (26  F.R.  570,  27 
F  Jl.  4012) ,  proposes  the  airspace  actions 
hereinafter  set  forth: 

1.  Amend  §  71.171  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to  de¬ 
lete  the  description  of  the  Rome,  N.Y., 
control  zone  and  Insert  In  lieu  thereof: 

Within  a  5-mile  radliis  of  the  center,  43*- 
14'10"  N.,  75*24'25"  W.  of  Grlfflss  APB,  Rome, 
N.T.,  and  within  2  mUes  each  side  of  bear¬ 
ing  135*/315*  from  the  Rome,  N.Y.,  RBN  ex¬ 
tending  from  the  5-mlle  radius  to  6  miles  SE 
of  the  RBN;  within  2  miles  each  side  of  the 
Grlffiss  VOR  137*  radial  extending  from  the 
5-mUe  radius  zone  to  the  VOR;  within  2 
miles  each  side  of  the  Grlffiss  TACAN  305* 
radial  extending  from  the  5-mlle  radius  zone 
to  8  miles  NW  of  the  TACAN;  within  2  miles 
each  side  of  a  bearing  142*  from  the  Rome, 
N.Y.,  ILS  OM,  extending  from  the  OM  to  4 
miles  SE  of  the  OM. 

2.  Amend  §  71.171  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to  de¬ 
lete  the  description  of  the  Syracuse,  N.Y., 
control  zone  and  insert  in  lieu  thereof: 

That  airspace  within  a  5-mlle  radixis  of  the 
center,  43'06'50"  N.,  76°06'35"  W.  of  Clar¬ 
ence  E.  Hancock  Airport,  Syracuse,  N.Y.,  ex¬ 
cluding  that  airspace  within  a  1-mlle  radius 
of  the  center,  43°11'00"  N.,  76°07'00"  W.  of 
Cicero  Airpark,  Cicero,  N.Y.;  and  within  2 
miles  each  side  of  the  Syracuse  VORTAC 
120*  radial  extending  from  the  5-mlle  radius 
zone  to  the  VORTAC;  within  2  miles  each 
side  of  a  bearing  089*  from  the  Syracuse 
RBN  extending  from  the  5 -mile  radius  zone 
to  the  RBN. 

3.  Amend  §  71.171  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
delete  the  description  of  the  Utica,  N.Y., 
control  zone  and  Insert  in  lieu  thereof: 

within  a  5-mile  radius  of  the  center,  43*- 
08'45"  N.,  75*22'55"  W.  of  Oneida  County 
Airport,  Utica,  N.Y.,  within  2  miles  each  side 
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of  the  Utica  ILS  localizer  SE  course  extend* 
Ing  from  the  5-mlle  radius  zone  to  the  Utica 
radio  beacon;  within  2  miles  each  side  of 
the  Utica  VOR  306*  radial  extending  from 
the  5-mlle  radius  zone  to  1.5  miles  NW  of  the 
VOR  and  excluding  the  portion  within  the 
Rome,  N.Y.,  control  zone. 

4.  Amend  §  71.181  of  Part  71  of  the 
Federal  Aviation  Regulations  so  sis  to 
designate  a  700-foot  above  ground  Ssrra- 
cuse,  N.Y.,  transition  area  described  as 
follows: 

Stbacuse,  n.y. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  9-mlle  radius 
of  the  center.  43*06'50''  N..  76°06'35''  W.  of 
Clarence  E.  Hancock  Airport,  Syracuse,  N.Y., 
and  within  8  miles  N  and  5  miles  S  of  the 
Syracuse  ILS  localizer  East  coxuse  extending 
from  the  9-mlle  radius  to  12  miles  E  of  the 
Syracuse  LOM;  within  5  miles  SW  and  8 
miles  NE  of  the  Syracuse  VORTAC  309*  ra¬ 
dial  extending  from  the  9-mlle  radius  to  12 
mUes  NW  of  the  VORTAC;  within  8  mUes  N 
and  5  miles  S  of  a  269*  bearing  from  the 
Syracuse  RBN  extending  frmn  the  9-mlle 
radius  to  12  miles  W  of  the  RBN;  within  5 
miles  each  side  of  the  Syracuse  VORTAC  242* 
radial  extending  from  the  9-mlle  radius  to 
the  INT  of  the  Syracuse  VORTAC  242*  radial 
and  the  Ithaca,  N.Y.,  VOR  348*  radial. 

5.  Amend  §  71.181  of  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
designate  a  700-foot  above  ground  Utica, 
N.Y.,  transition  area  described  as 
follows: 

Utica,  N.Y. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  10-mile  ra¬ 
dius  of  the  center,  43»14'10"  N.,  76*24'26''  W. 
of  Grlffiss  AFB,  Rome,  N.Y..  and  within  2 
miles  each  side  of  the  Grlffiss  VOR  317* 
radial  extending  from  the  10-mlle  radius  to 
8  miles  NW  of  the  VOR;  within  2  miles  each 
side  of  the  Grlffiss  TACAN  305*  radial  extend¬ 
ing  from  the  10-mile  radius  to  14  miles  NW 
of  the  TACAN. 

Within  a  12-mile  radius  of  the  center, 
43*08'45''  N.,  75*22'65''  W.  of  Oneida  Coimty 
Airport,  Utica,  N.Y.,  and  within  2  miles  each 
side  of  the  Utica  VOR  306*  radial  extending 
from  the  12-mlle  radius  to  the  VOR;  with¬ 
in  2  miles  each  side  of  a  bearing  137°  from 
the  Utica  radio  beacon  extending  from  the 
12-mlle  radius  to  8  miles  SE  of  the  radio 
beacon;  within  2  miles  each  side  of  a  bear¬ 
ing  132*  from  the  Utica  radio  beacon  extend¬ 
ing  from  the  12-mlle  radius  to  9  miles  SE 
of  the  radio  beacon. 

That  airspace  extending  upward  from  1,200 
feet  above  the  surface  within  the  area 
bounded  by  a  line  beginning  at  43*24'00"  N., 
76®53'00”  W.  to  42*57'00''  N.,  76*57'00"  W. 
to  42°40'00"  N.,  77'22'30''  W.  to  42*41  *30"  N., 
76*23'00”  W.  to  42*40'00''  N..  75*30’00''  W. 
to  43*00'00''  N..  74*30'00”  W.  to  43*19'00'' 
N.,  74*30’00"  W.,  to  43*16'00''  N..  74*38'00'' 
W.,  thence  counterclockwise  along  an  arc  with 
a  radius  of  40  SM  from  the  center  of  Grlffiss 
AFB  to  43*44'00"  N..  75*49'00"  W.  to  43*32'- 
00"  N..  76*23'00"  W.  to  43*24'00"  N..  76*40'- 
00"  W.  to  point  of  beginning. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348) , 

Issued  in  Jamaica,  N.Y.,  on  March  31, 
1965. 

Wayne  Hendershot, 
Acting  Director,  Eastern  Region. 

(F.R.  Doc.  65-4085;  Filed,  Apr.  19,  1965; 

8:48  am.] 


[  14  CFR  Part  71  ] 

I  Airspace  Docket  No.  63-SO-W] 

CONTROL  ZONES  AND  TRANSITION 
AREAS 

Proposed  Alterations,  Revocation, 
and  Designation 

The  Federal  Aviation  Agency  is  con¬ 
sidering  amendments  to  Part  71  of  the 
Federal  Aviation  Regulations  which 
would  alter  the  control  zones  at  New 
Bern,  Jacksonville,  and  Wilmington, 
N.C.;  revoke  the  transition  area  at  Camp 
Lejeune,  N.C.;  alter  the  transition  area  at 
JacksonviUe,  N.C.  and  designate  a  transi¬ 
tion  area  at  Wilmington,  N.C. 

The  New  Bern,  N.C.,  control  zone  is 
presently  designated  as  within  a  5 -mile 
radius  of  Simmons-Nott  Airport,  New 
Bern,  N.C.  (latitude  35*04'20"  N.,  longi¬ 
tude  77“02'35''  W.)  and  within  2  miles 
either  side  of  the  New  Bern  VOR  221* 
radial  extending  from  the  5-mile  radius 
zone  to  12  miles  SW  of  the  VOR. 

The  Jacksonville,  N.C.,  control  zone  is 
presently  designate  as  within  a  3 -mile 
radius  of  the  New  River  MCAF,  Jack¬ 
sonville,  N.C.  (latitude  34*42'25"  N., 
longitude  77*26'35"  W.)  and  within  2 
miles  either  side  of  the  046*  and  226* 
bearings  from  the  New  River  RBN  ex¬ 
tending  from  the  3 -mile  radius  zone  to 
12  miles  NE  and  SW  of  the  RBN,  exclud¬ 
ing  the  portion  within  R-530^.  The 
piortion  within  R-5307  shall  be  used  only 
after  obtaining  prior  approval  from  ap¬ 
propriate  authority. 

The  Wilmington,  N.C.,  control  zone  is 
presently  designated  as  within  a  5-mile 
radius  of  New  Hanover  County  Airport, 
Wilmington,  N.C.  (latitude  34*16'15"  N., 
longitude  77°54'05"  W.),  and  within  2 
miles  each  side  of  the  159*  bearing  from 
the  ILS  MM,  extending  from  the  5-mile 
radius  zone  to  12  miles  SE  of  the  MM. 

The  camp  Lejeime,  N.C.,  transition 
area  is  presently  designated  as  that  air¬ 
space  extending  upward  from  1,200  feet 
above  the  surface  bounded  by  a  line 
beginning  at  latitude  34*30 '20"  N,, 
longitude  77°15'50"  W,,  thence  3  nautical 
miles  from  and  parallel  to  the  U.S.  shore¬ 
line  to  latitude  34*25'18"  N.,  longitude 
77°26'30"  W.,  to  latitude  34*30'35"  N., 
longitude  77*32'18"  W.,  to  latitude  34°- 
36'05"  N.,  longitude  77*26'08"  W..  to 
latitude  34°33'00"  N.,  longitude  77*19'- 
00"  W.,  thence  to  the  point  of  beginning. 

The  New  River  MCAF,  N.C.,  transition 
area  is  presently  designated  as  that  air¬ 
space  extending  upward  from  700  feet 
above  the  surface  to  and  including  2,000 
feet  m.s.l.,  within  a  12-mile  radius  of  the 
MCAF  New  River  RBN,  excluding  the 
portions  within  R^5306A,  R-5306B,  R- 
5306C,  and  the  Camp  Lejeune,  N.C., 
transition  area. 

Having  completed  a  comprehensive  re¬ 
view  of  the  terminal  airspace  structure 
requirement  in  the  New  Bern,  Jackson¬ 
ville,  and  Wilmington,  N.C.,  terminal 
areas,  including  studies  attendant  to  the 
implementation  of  the  provisions  of  CAR 
Amendments  60-21/60-29  (26  FR.  570, 
27  FR.  4012),  the  Federal  Aviation 
Agency  proposes  the  airspace  actions 
hereinafter  set  forth. 


1.  The  New  Bern,  N.C.,  control  zone 
would  be  redesignated  as  within  a  5-mile 
radius  of  the  Simmons-Nott  Airport 
latitude  35*04'20"  N.,  longitude  77*02'- 
35"  W.) ,  within  2  miles  each  side  of  the 
New  Bern  VOR  221“  radial,  extending 
from  the  5-mile  radius  zone  to  8  miles 
SW  of  the  VOR;  within  2  miles  each 
side  of  a  221*  bearing  from  the  New  Bern 
radio  beacon,  extending  from  the  5-mlle 
radius  zone  to  8  miles  SW  of  the  radio 
beacon. 

2.  The  Jacksonville,  N.C.,  control  zone 
would  be  redesignated  as  within  a  5-mile 
radius  of  the  New  River  MCAF  (latitude 
34*42'25"  N.,  longitude  77*26'35"  W.); 
within  2  miles  each  side  of  a  046*  bid¬ 
ing  from  the  New  River  radio  beacon, 
extending  from  the  5-mile  radius  zone 
to  8  miles  NE  of  the  radio  beacon; 
within  2  miles  each  side  of  a  226*  beariiig 
from  the  New  River  radio  beacon,  ex¬ 
tending  from  the  5-mile  radius  zone  to  8 
miles  SW  of  the  radio  beacon;  excluding 
that  portion  which  coincides  with 
R-5306C. 

3.  The  Wilmington,  N.C.,  control  zone 
would  be  redesignated  as  within  a  5-mile 
radius  of  the  New  Hanover  County  Air¬ 
port  (latitude  34*  16' 15"  N.,  longitude 
77*54'05"  W.) ;  within  2  miles  each  side 
of  the  Wilmington  VORTAC  197*  radial, 
extending  from  the  5-mile  radius  zone 
to  the  VORTAC. 

4.  The  Camp  Lejeune,  N.C.,  transition 
area  would  be  revoked. 

5.  The  New  River  MCAF,  N.C.,  transi¬ 
tion  area  would  be  renamed  the  Jack¬ 
sonville,  N.C.,  transition  area  and  re¬ 
designated  as  that  airspace  extending 
upward  from  700  feet  above  the  surface 
within  2  miles  each  side  of  the  New  River 
TACAN  236*  radial,  extending  from  the 
5-mile  radius  control  zone  to  8  miles  SW 
of  the  TACAN;  within  2  miles  each  side 
of  the  New  River  TACAN  035*  radial,  ex¬ 
tending  from  the  5 -mile  radius  control 
zone  to  8  miles  NE  of  the  TACAN. 

6.  A  Wilmington,  N.C.,  transition  area 
would  be  designated  as  that  airspace 
extending  upward  from  700  feet  above 
the  surface  within  a  6-mile  radius  of  the 
New  Hanover  County  Airport  (latitude 
34*16'15"  N.,  longitude  77*54'05"  W.) ; 
within  2  miles  each  side  of  the  ILS 
l9calizer  SE  course,  extending  from  the 
6'-mile  radius  area  to  8  miles  SE  of  the 
LOM;  within  2  miles  each  side  of  the 
Wilmington  VOR  017*  radial,  extending 
from  the  6-mile  radius  area  to  8  miles 
NE  of  the  VOR;  and  that  airspace  ex¬ 
tending  upward  from  1,200  feet  above  the 
surface  bounded  by  a  line  extending  S 
along  the  E  boundary  of  V-229  from  the 
arc  of  a  55-mile  radius  circle  centered 
at  latitude  36*57'44"  N.,  longitude  76°- 
24'44"  W.  to  the  arc  of  a  60-mile  radius 
circle  centered  at  latitude  34*54'30"  N., 
longitude  76*53'00"  W.,  thence  clock¬ 
wise  along  this  arc  to  the  W  boundary 
of  the  Cherry  Point,  N,C.,  transition 
area,  thence  SW  and  counterclockwise 
along  the  boundaries  of  the  Cherry  Point 
transition  area,  R-5306A,  Rr-5306B,  R- 
5306C,  and  R-5306B  to  a  point  3  nautical 
miles  from  the  shoreline,  thence  SW  3 
nautical  miles  equidistant  from  the 
shoreline  to  a  line  extending  through 
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latitude  33“58'30"  N.,  longitude  77'51'- 
00"  W.,  and  latitude  33*68'^0"  N„ 
longitude  78*10'45"  W.,  thence  W  along 
tUs  line  to  latitude  33'’58'30"  N.,  longi¬ 
tude  78*10'45"  W.,  thence  NW  via  a  line 
extending  through  latitude  33*58'30''  N., 
longitude  78“10'45"  W.  and  the  inter¬ 
section  of  a  line  5  miles  S  of  and  parallel 
to  the  Wilminfirtx)n,  N.C.,  VORTAC  272* 
radial  to  a  line  4  nauUcal  miles  E  of 
and  parallel  to  the  direct  radials  between 
the  Myrtle  Beach,  S.C.,  and  Kinston, 
N.C.,  VORs,  thence  NE  4  nautical  miles 
E  of  and  parallel  to  the  direct  radials 
between  the  Myrtle  Beach,  S.C.,  and 
Kinston,  N.C.,  VORs,  counterclockwise 
along  the  arc  of  a  15-mlle  circle  centered 
at  the  Kinston,  N.C.,  VOR,  4  nautical 
miles  E  of  and  parallel  to  the  direct  ra¬ 
dials  between  the  Kinston  and  Cofleld, 
N.C.,  VORTACs,  to  and  counterclockwise 
along  the  arc  of  a  55-mile  radius  circle 
centered  at.  latitude  36*57'44''  N.,  longi¬ 
tude  76‘’24'44"  W.  to  the  point  of  be¬ 
ginning. 

The  proposed  control  zone  and  tran¬ 
sition  area  alterations  and  transition 
area  designation  are  required  to  protect 
prescribed  instnunent  approach  and  de- 
partiu-e  procedures  at  Simmons-Nott 
Airport,  New  Bern,  N.C.,  New  River 
MCAP,  Jacksonville,  N.C.,  and  New  Han¬ 
over  County  Airport,  Wilmington,  N.C. 
They  are  also  required  for  the  protection 
of  approved  holding  patterns  and  aircraft 
being  radar  vectored  by  the  Washington 
Air  Route  TrafiBc  Control  Center  and  the 
Cherry  Point  Radar  Air  TrafiBc  Control 
Center. 


The  floors  of  airways  which  traverse 
the  transition  areas  proposed  herein 
would  automatically  coincide  with  the 
floors  of  the  transition  areas. 

!  Certain  minor  revisions  to  prescribed 
instrument  procedures  would  be  effected 
in  conjunction  with  the  actions  prcq^osed 
herein,  but  operational  complexities 
would  not  be  Increased  nor  would  aircraft 
performance  characteristics  or  present 
landing  minimums  be  adversely  affected. 

Specific  details  of  the  changes  to  mini¬ 
mum  instrument  flight  rules  altitudes 
that  would  be  required  may  be  examined 
by  contacting  the  Chief,  Airspace  Utiliza¬ 
tion  Branch,  Air  TrafiBc  Division,  South¬ 
ern  Region,  Federal  Aviation  Agency, 
Post  OfiBce  Box  20636,  Atlanta,  Ga.,  30320. 

Interested  persons  may  submit  such 
written  data,  views  or  arguments  as  they 
may  desire.  Communications  should  be 
submitted  in  duplicate  to  the  Director, 
Southern  Region,  Attn:  Chief,  Air  Traf¬ 
fic  Division,  Federal  Aviation  Agency, 
Post  OfiBce  Box  20636,  Atlanta,  Ga., 
30320.  All  communications  received 
within  30  days  after  publication  of  this 
notice  in  the  Federal  Register  will  be 
considered  before  action  is  taken  on  the 
proposed  amendment.  No  hearing  is 
contemplated  at  this  time,  but  arrange¬ 
ments  for  Informal  conferences  with 
Federal  Aviation  Agency  ofiBcials  may  be 
made  by  contacting  the  Chief,  Air  Traf¬ 
fic  Division.  Any  data,  views  or  argu¬ 
ments  presented  during  such  conferences 
must  aJso  be  submitted  in  writing  in  ac¬ 
cordance  with  this  notice  in  order  to  be¬ 
come  part  of  the  record  for  considera¬ 
tion.  The  proposal  contained  In  this 


notice  may  be  changed  in  the  light  of 
comments  received. 

The  ofiBcial  Docket  will  be  available  for 
examination  by  interested  persons  at  the 
Southern  Regional  OfiBce,  Federal  Avia¬ 
tion  Agency,  Room  724,  3400  Whipple 
Street,  East  Point,  Ga. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1348(a)). 


Issued  in  East  Point,  Ga.,  on  April  9, 
1965. 


A.  O.  Basnight, 
Director,  Southern  Region. 

[P.R.  Doc.  66-4088;  Filed,  Apr.  19,  1966; 
8:49  a.m.] 


FEDERAL  MARITIME  COMMISSION 


[  46  CFR  Part  53  1 

[Docket  No.  1194] 

CONFERENCE  AGREEMENT  PROVI¬ 
SIONS  RELATING  TO  CONCERTED 
ACTIVITIES 

Extension  of  Time  for  Filing 
Comments 

Good  cause  appearing,  time  for  filing 
comments  to  proposed  rule  served  April 
5, 1965,  is  enlarged  to  June  4, 1965,  for  all 
interested  persons. 

By  the  Commission. 

[SEAL]  Thomas  Lisi, 

Secretary. 

[F.R.  Doc.  65-4090;  Filed,  Kpt.  19,  1965; 
8:49  ajn.] 


Notices 


DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Customs 

IT.D.  56394) 

FANON-MASCO 

Notice  of  Tentative  Recordation  of 
Trade  Name 

April  15,  1965. 

An  application  has  been  filed  in  the 
Treasury  Department  for  the  recorda¬ 
tion  of  the  following  described  trade 
name  imder  the  provisions  of  section  42, 
Trademark  Act  of  1946,  and  §  11.16,  Cus¬ 
toms  Regulations: 

“PANON-MASCO,”  the  trade  name  used 
by  Fanon  Electronic  Industries,  Inc.,  a  cor¬ 
poration  organized  under  the  laws  of  the 
State  of  New  York,  located  and  doing  busi¬ 
ness  at  439  Frellngbuysen  Avenue,  Newark, 
N.J.  The  trade  name  is  associated  with  mer¬ 
chandise  comprising  electronic  amplification, 
communication,  recording,  reproducing  and 
signaling  equipment  and  components  there¬ 
of,  manufactured  in  Japan. 

Any  person  who  desires  to  file  an  op¬ 
position  to  the  recordation  of  this  trade 
name  shall  notify  the  Commissioner  of 
Customs,  Bureau  of  Customs,  Washing¬ 
ton,  D.C.,  20226,  before  the  expiration  of 
30  dasrs  after  May  14,  1965,  of  his  intent 
to  oppose  the  recordation.  If  a  notice  of 
opposition  is  filed,  the  opposer  will  be 
furnished  with  a  copy  of  the  application 
for  recordation  of  the  trade  name,  to¬ 
gether  with  its  supporting  documents 
and  instructions  as  to  the  procedure  to 
be  followed.  The  customs  officers  con¬ 
cerned  will  be  given  notice  within  45 
days  after  May  14, 1965,  of  any  opposition 
proceeding. 

Until  45  days  after  May  14,  1965,  all 
articles  of  foreign  manufacture  bearing 
names  or  marks  which  copy  or  simulate 
the  above-mentioned  trade  name  shall 
be  detained,  but  not  seized,  and  there¬ 
after,  shall  receive  the  treatment  pro¬ 
vided  for  in  §  11.17,  Customs  Regulations, 
unless  a  notice  is  received  that  an  op¬ 
position  has  been  filed,  in  which  case 
such  articles  shall  continue  to  be  de¬ 
tained  until  a  final  determination  is 
made  concerning  the  right  of  the  appli¬ 
cant  to  the  trade  name. 

[seal]  Lester  D.  Johnson, 

Acting  Commissioner  of  Customs. 

[PJl.  Doc.  65-4076;  Piled,  Apr.  19,  1965; 

8:47  am.) 


Foreign  Assets  Control  Office 

RADISH  AND  GOAT  HAIR;  IMPORTA¬ 
TION  DIRECTLY  FROM  TAIWAN 
(FORMOSA),  INDIA,  AND  KOREA 

Available  Certifications  by  Govern¬ 
ments  of  Republic  of  China,  India 
and  Republic  of  Korea 

Notice  is  hereby  given  that: 

(1)  Certificates  of  origin  issued  by  the 
Ministry  of  Economic  Affairs  of  the  Re- 
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public  of  China  under  procedures  agreed 
upon  between  that  Government  and  the 
Foreign  Assets  Control,  presently  avail¬ 
able  with  respect  to  the  importation  into 
the  United  States  directly,  or  on  a 
through  bill  of  lading,  from  Taiwan 
(Formosa)  of  the  commodity  “Radish, 
dried,”  will  be  available,  in  addition,  for 
the  importation  on  the  same  basis  of 
the  commodity  “radish,  otherwise  pre¬ 
pared.”  Accordingly,  the  certification 
procedures  will  henceforth  cover  the 
commodity : 

Radish,  dried  or  otherwise  prepared. 

(2)  Certificates  of  origin  issued  by  the 
Directorate  of  Marketing  and  Inspec¬ 
tion,  Ministry  of  Food  and  Agriculture 
of  the  Government  of  India  imder  pro¬ 
cedures  agreed  upon  between  that  Gov¬ 
ernment  and  the  Foreign  Assets  Control, 
presently  available  with  respect  to  the 
importation  into  the  United  States  di¬ 
rectly,  or  on  a  through  bill  of  lading, 
from  India  of  the  commodity  “Goat 
hair,”  will  henceforth  be  available  as  to 
that  commodity  only  with  respect  to: 

Goat  hair,  dressed. 

(3)  Certificates  of  origin  issued  by 
the  Ministry  of  Commerce  and  Industry 
of  the  Republic  of  Korea  under  proce¬ 
dures  agreed  upon  between  that  Gov¬ 
ernment  and  the  Foreign  Assets  Control, 
presently  available  with  respect  to  the 
importation  into  the  United  States  di¬ 
rectly,  or  on  a  through  bill  of  lading, 
from  Korea  of  the  commodity  “Goat 
hair,”  will  henceforth  be  available  as 
to  that  commodity  only  with  respect  to: 

Goat  hair,  dressed. 

[SEAL]  Margaret  W.  Schwartz, 

Director, 

Foreign  Assets  Control. 

[P.R.  Doc.  65-4076;  PUed,  Apr.  19,  1965: 

8:47  ajn.) 

DEPARTMENT  DF  THE  INTERIOR 

Bureau  of  Land  Management 
IDAHO 

Notice  of  Proposed  Withdrawal  and 
Reservation  of  Lands 

April  12,  1965. 

The  Bureau  of  Land  Management  has 
filed  an  application,  Serial  Number  Idaho 
016308  for  the  withdrawal  of  the  lands 
described  below,  from  all  forms  of  ap¬ 
propriation  under  the  Public  Land  Laws, 
including  th<;  Mining  and  Mineral  Leas¬ 
ing  Laws  and  Disposals  of  Materials  un¬ 
der  the  Act  of  July  31,  1947  (61  Stat. 
681;  30  U.S.C.  601-604),  as  amended. 
The  applicant  desires  the  land  for  the 
Mountain  Home  Job  Corps  Construction 
Center. 

For  a  period  of  30  days  from  the  date 
of  publication  of  this  notice,  all  persons 
who  wish  to  submit  comments,  sugges¬ 
tions,  or  objections  in  connection  with 
the  proposed  withdrawal  may  present 


their  views  in  writing  to  the  undersigned 
officer  of  the  Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior,  Post 
Office  Box  2237,  Boise,  Idaho,  83701. 

If  circumstances  warrant  it,  a  public 
hearing  will  be  held  at  a  convenient  time 
and  place,  which  will  be  announced. 

The  determination  of  the  Secretary  on 
the  application  will  be  published  in  the 
Federal  Register.  A  separate  notice  will 
be  sent  to  each  interested  party  of  record. 

The  lands  involved  in  the  application 
are: 

Boise  Meridian,  Idaho 


T  3  S  R  7  E 

Sec.’ 20:  SWV.t  and  WViSE»4. 


The  area  described  aggregates  240 
acres. 

Orval  G.  Hadley, 
Manager,  Land  OMce. 

[P.R.  Doc.  65-4073;  Piled,  Apr.  19,  1966; 
8:46  a.m.) 


Office  of  the  Secretary 

IMPORTS  INTO  PUERTO  RICO  OF 
CRUDE  OIL  AND  UNFINISHED  OILS 


Adjustment  in  Maximum  Level 


Pursuant  to  paragraph  (c)  of  section 
2  of  Proclamation  3279,  as  amended,  the 
maximum  level  of  imports  of  crude  oil 
and  unfinished  oils  into  Puerto  Rico  for 
the  period  January  1, 1965,  through  June 
30,  1965,  as  modified  on  December  9, 
1964  (29  P.R.  16998) ,  is  further  modified 
to  permit  during  that  period  an  addi¬ 
tional  1,657  barrels  daily  of  imports  of 
naphtha  to  meet  a  demand  of  the  Com¬ 
monwealth  Oil  Refining  Co.,  Inc.,  for 
naphtha  to  be  used  in  tests  that  are  re¬ 
quired  to  bring  its  new  petrochemical  fa¬ 
cilities  on  stream.  The  other  eligible 
applicant  for  an  allocation  of  imports  of 
crude  oil  and  unfinished  oils  into  Puerto 
Rico  has  stated  that  it  does  not  wish  to 
share  in  the  increase.  Accordingly,  the 
allocation  of  Commonwealth  Oil  Refin¬ 
ing  Co.,  Inc.,  for  the  period  will  be  in¬ 
creased  by  1,657  barrels  daily  of  imports 
of  naphtha. 

Stewart  L.  Udall, 
Secretary  of  the  Interior. 


April  13,  1965. 

IPR.  Doc.  65-4072;  Piled,  Apr.  19.  1965: 


8:46  a.m.] 


WILLIAM  A.  ALEXANDER 


Statement  of  Changes  in  Financial 
Interests 


In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  during  the 
past  6  months: 


(1)  None. 

(2)  None. 

(3)  None. 

(4)  None. 
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This  statement  is  made  as  of  April  6, 
1965. 

Dated:  April  6, 1965. 

W.  A.  Alexander. 

IFA.  Doc.  65-4062;  Filed,  Apr.  19,  1966; 
8:45  am.] 


MARK  V.  BURLINGAME 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  during  the 
past  6  months; 

(1)  None. 

(2)  Remove:  Fairmont  Foods  Co.  Add: 
General  Telephone  &  Electronics. 

(3)  None. 

(4)  None. 

This  statement  is  made  as  of  April  6, 
1965. 

Dated:  April  6, 1965. 

M.  V.  Burlingame. 

[PR.  Doc.  65-4063;  Filed,  Apr.  19,  1965; 
8:45  a.m.] 


LOWELL  E.  HUNT 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  during  the 
past  6  months: 

(1)  None. 

(2)  None. 

(3)  None. 

(4)  None. 

This  statement  is  made  as  of  April 
5, 1965. 

Dated:  April  5, 1965. 

Lowell  E.  Hunt. 

(PR.  Doc.  65-4064;  Filed,  Apr.  19,  1965; 
8:45  am.] 


LAYTON  E.  KINCANNON 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  Interests  during  the 
past  6  months: 

(1)  Sold:  Continental  Mortgage,  A.  J. 
Armstrong,  Micro  Wave  Associates,  Printing 
Corporation,  American  Rubber  &  Plastics, 
Business  Capital,  Basic,  Inc.,  Nickel  Plate 
Railway.* 

(2)  Purchased:  Allied  Paper  Corp.,  Ameri¬ 
can  Can  Co..  A.  B.  Chance  Co.,  Dura  Corp., 


*Due  to  merger. 
No.  75 - 6 


Ethyl  Corp.,  Holliday  Inns  of  America,  Ken- 
nametal,  Inc.,  Norfolk  &  Western,  Omark 
Industries,  Inc.,  Texas  Consumers  Finance 
Co. 

(3)  None. 

(4)  None. 

This  Statement  is  made  as  of  April  6, 
1965. 

Dated;  April  6, 1965. 

Layton  E.  Kincannon. 

[P.R.  Doc.  65-4065;  Filed,  Apr.  19,  1965; 
8:45  am.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
MONSANTO  CO. 

Notice  of  Filing  of  Petitions  for  Food 
Additives  Adhesives 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  petitions 
(FAP  Nos.  5B1726  thru  5B1731)  have 
been  filed  by  Monsanto  Co.,  800  North 
Lindbergh  Boulevard,  St.  Louis,  Mo., 
63166,  proposing  that  paragraph  (c)  (5) 
in  §  121.2520  Adhesives  be  amended  by  in¬ 
serting  alphabetically  in  the  list  “Com¬ 
ponents  of  Adhesives”  the  following  new 
items: 

1 ,3  -Bis  ( 2  -benzothlazoly  Imercaptomethyl ) 
urea. 

Carbon  disulflde-1 ,1  'methylenedipiperl- 

dine. 

lVA(-Dimethylcyclohexylamine  dlbutyldi- 
thlocarbamate. 

4,6-Dinonyl-o-cresol. 

1 ,3-Dlpbenyl-2-thiourea. 
4,4'-Dithlodimorpbollne. 

Dated:  April  13,  1965. 

J.  K.  Kirk, 

Assistant  Commissioner 
for  Operations. 

[F.R.  Doc.  65-4089;  Filed.  Apr.  19,  1965; 
8:49  a.m.] 

CIVIL  AERONAUTICS  BOARD 

[Docket  No.  15949] 

MOHAWK  STUDENT  FARES 

Notice  of  Cancellation  of  Prehearing 
Conference 

Notice  is  hereby  given  that  the  pre- 
hearing  conference  in  the  above-entitled 
matter  now  assigned  to  be  held  on  April 
20, 1965,  is  canceled. 

Dated  at  Washington,  D.C.,  April  15, 
1965. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.R.  Doc.  65-4094;  Filed,  Apr.  19,  1965; 
8:49  a.m.] 

[Docket  No.  16720] 

UNITED  AIR  LINES 
Huntsville  Amendment;  Notice  of 
Change  of  Hearing  Room 

Notice  is  hereby  given  that  the  hearing 
to  commence  on  May  11,  1965,  in  the 


above-entitled  proceeding  will  convene 
in  Room  607,  Universal  Building,  1825 
Connecticut  Avenue  NW.,  Washington, 
D.C.,  at  10  ajn.,  e.dA.t.,  instead  of  in 
Room  925  as  previously  scheduled. 

Dated  at  Washington,  D.C.,  April  15, 
1965. 

[seal]  Barron  Fredricks, 

Hearing  Examiner. 

[F.R.  Doc.  65-4095;  Filed,  Apr.  19.  1965; 
8:50  a.m.] 

[Docket  No.  SA-381] 

ACCIDENT  NEAR  JOHN  F.  KENNEDY 
INTERNATIONAL  AIRPORT,  N.Y. 

Investigation;  Notice  of  Hearing 

In  the  matter  of  investigation  of  ac¬ 
cident  involving  aircraft  of  United  States 
Registry  N849D,  which  crashed  into  the 
Atlantic  Ocean  approximately  13  nau¬ 
tical  miles  south-southeast  of  the  John 
F.  Kennedy  International  Airport,  N.Y., 
February  8, 1965;  Docket  No.  SA-381. 

Notice  is  hereby  given  that  an  Accident 
Investigation  Hearing  in  the  above  mat¬ 
ter  will  be  held  commencing  at  1:30  p.m.. 
local  time,  on  Tuesday,  May  4,  1965,  in 
the  2d  floor  auditorium  of  the  United 
States  Mission  Building,  45th  Street  en¬ 
trance,  799  United  Nations  Plaza,  New 
York  City,  N.Y.  • 

Dated  this  9th  day  of  April  1965. 

[seal]  Donald  W.  Madole, 

Hearing  Officer. 

[F.R.  Doc.  65-4093;  Filed,  Apr.  19,  1965; 
8:49  a.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  CP65-323] 

BLUE  DOLPHIN  PIPE  LINE  CO. 

Notice  of  Application 

April  13,  1965. 

Take  notice  that  on  April  9, 1965,  Blue 
Dolphin  Pipe  Line  Co.  (Applicant) ,  Post 
OfBce  Box  2099,  Houston,  Tex.,  77001, 
filed  in  Docket  No.  CP65-323  an  applica¬ 
tion  pursuant  to  section  7(c)  of  the 
Natural  Gas  Act  for  a  certificate  of  pub¬ 
lic  convenience  and  necessity  authoriz¬ 
ing  the  construction  and  operation  of  a 
pipeline  and  the  transportation  of  natu¬ 
ral  gas  produced  by  Shell  Oil  Co.  (Shell) 
from  the  Federal  Block  288  Field  located 
on  the  outer  continental  shelf  in  the  Gulf 
of  Mexico,  offshore  Texas  Railroad  Com¬ 
mission  District  No.  3,  to  delivery  points 
onshore  in  Texas  for  use  in  chemical 
plants  of  The  Dow  Chemical  Co.  (Dow) 
located  in  Freeport,  Tex.,  and  for  use  in 
the  processing  plant  of  Shell  located  near 
Freeport,  all  as  more  fully  set  forth  in 
the  application  which  is  on  file  with  the 
Commission  and  open  to  public  inspec¬ 
tion. 

Applicant  requests  authority  to  con¬ 
struct  and  operate  approximately  40.6 
miles  of  20-inch  OJD.  pipeline  and  9.2 
miles  of  16-inch  OJ>.  pipeline,  together 
with  related  measuring  and  regulating 
facilities  and  appurtenances. 

The  estimated  cost  of  such  facilities 
is  $7,400,000,  which  is  to  be  financed  ini- 
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tially  with  cash  available  from  the  issu¬ 
ance  of  Applicant’s  capital  stock  to  Shell, 
a  contribution  to  capital  surplus  by  Shell, 
and  a  loan  to  Applicant  by  Shell.  Ap¬ 
plicant  states  that  It  is  a  wholly-owned 
subsidiary  of  Shell. 

'The  estimated  quantities  to  be  trans¬ 
ported  during  the  first  3  years  are  as 
follows: 


!  First 
year 

I  Second 
year 

Third 

year 

37,902,000 

500,000 

66,329,000 

66,329,000 

Rhpll  (Mrn„ . 

874, 000 

874,000 

The  pipeline  will  also  transport  crude 
oil  and  liquid  hydrocarbons  for  Shell 
from  the  said  Texas  offshore  area  to  on¬ 
shore  points  within  the  State  of  Texas, 
such  transportation  to  be  subordinate  to 
the  transportation  of  natural  gas. 

Applicant  states  that  Dow  has  entered 
into  a  15-year  contract  to  buy  natural 
gas  from  Shell  which  owns  leases  in  the 
Federal  Block  No.  288  Field,  offshore 
Texas.  ITie  gas  purchased  by  Dow  under 
this  contract  will  be  delivered  to  Appli¬ 
cant  for  Dow  in  the  Block  288  Field  and, 
after  the  gas  has  been  processed  In  a 
Shell  processing  plant  located  near  Free¬ 
port,  the  gas  will  be  delivered  by  Appli¬ 
cant  to  Dow’s  chemical  plants  at  Free¬ 
port.  None  of  the  gas  will  be  resold  by 
Dow  or  Shell. 

Protests  or  petitions  to  Intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.,  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CJFR  1.8  or  1.10)  and  the  regu¬ 
lations  under  the  Natural  Gas  Act 
(157.10)  on  or  before  May  10,  1965. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  In  and  subject 
to  the  jmlsdiction  conferred  upon  the 
Federal  Power  Ccanmission  by  sections  7 
and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission  on 
this  application  If  no  protest  or  petition 
to  intervene  is  filed  within  the  time  re¬ 
quired  herein,  and  the  Commission  on  its 
own  review  of  the  matter  finds  that  a 
grant  of  the  certificate  is  required  by  the 
public  convenience  and  necessity.  If  a 
protest  or  petition  for  leave  to  intervene 
is  timely  filed,  or  if  the  Commission  on 
its  own  motion  believes  that  a  formal 
hearing  is  required,  further  notice  of  such 
hearing  will  be  duly  given. 

Under  the  proc^ure  herein  provided 
lor.  unless  otherwise  advised,  it  will  be 
unnecessary  for  Applicant  to  appear  or 
be  represented  at  ^e  hearing. 

Joseph  H.  Gxttride, 
Secretary. 

[PJl.  Doc.  65-4066;  Piled,  Apr.  19,  1965; 

8:45  ajn.] 

[Docket  No.  CP65-315] 

EL  PASO  NATURAL  GAS  CO. 

Notice  of  Application 

April  13,  1965. 

Take  notice  that  on  April  6.  1965,  El 
Paso  Natural  Gas  CO.  (Applicant) ,  Post 


Office  Box  1492,  El  Paso,  Tex.,  79999, 
filed  in  Docket  No.  C7P65-315  an  applica¬ 
tion  pursuant  to  section  7(c)  of  the 
Natural  Gas  Act  for  a  certificate  of  pub¬ 
lic  convenience  and  necessity  authorizing 
the  construction  and  operation  of  cer¬ 
tain  facilities  and  the  sale  and  delivery 
of  natural  gas  for  resale,  all  as  more  fully 
set  forth  in  the  application  on  file  with 
the  Commission  and  open  to  public 
inspection. 

’The  application  states  that  Applicant 
proposes  to  sell  and  deliver  natural  gas 
to  Intermountain  Gas  Co.  (Intermoun¬ 
tain)  for  resale  to  Hjdng  H  Farms,  Inc., 
located  in  Elmore  County,  Idaho,  for  irri¬ 
gation  use  and  to  Northwest  Natural  Gas 
Co.  (Northwest  Natural)  for  resale  and 
distribution  in  the  communities  of  Car- 
son,  Washington,  Jefferson,  and  Sclo, 
Oreg.,  and  their  environs. 

To  implement  the  natural  gas  service. 
Applicant  requests  permission  to  con¬ 
struct  4  measuring  and  regulating  sta¬ 
tions  at  an  estimated  aggregate  cost  of 
$34,700.  Deliveries  will  be  made  by  Ap¬ 
plicant  at  the  outlet  of  the  stations. 

Facilities  proposed  to  be  constructed 
by  Intermountain  and  Northwest  Natural 
will  consist  of  transportation  and  distri¬ 
bution  facilities  and  will  cost  approxi¬ 
mately  $168,530  and  $507,100,  re¬ 
spectively. 

The  application  further  states  that 
during  the  third  year  of  proposed  service, 
aggregate  peak  day  and  annual  natural 
gas  requirements  of  the  consumers  pro¬ 
posed  to  be  served  by  Intermoimtain  and 
Northwest  Natural  will  be  1,302  Mcf  and 
653,826  Mcf,  respectively. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.,  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  and  the 
regulations  imder  the  Natural  Gas  Act 
(157.10)  on  or  before  May  8,  1965. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisffiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission  on 
this  application  if  no  protest  or  petition 
to  intervene  is  filed  within  the  time  re¬ 
quired  herein,  and  the  Commission  on 
its  own  review  of  the  matter  finds  that 
a  grant  of  the  certificate  is  required  by 
the  public  convenience  and  nece^ty.  If 
a  protest  or  petition  for  leave  to  inter¬ 
vene  is  timely  filed,  or  if  the  Commis¬ 
sion  on  its  own  motion  believes  that  a 
formal  hearing  is  required,  further  notice 
of  such  hearing  will  be  duly  given. 

Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
imnecessary  for  Applicant  to  appear  or 
be  represented  at  the  hearing. 

Joseph  H.  Gutride, 

Secretary. 

[FJt.  Doc.  65-4057;  FUed,  Apr.  19,  1966; 

8:45  am.] 


HOUSING  AND  HOME 
FINANCE  AGENCY 

ACTING  REGIONAL  ADMINISTRATOR 
REGION  IV 

Designation 

The  officers  appointed  to  the  follow¬ 
ing  listed  positions  in  Region  IV  (Chi- 
cago)  are  hereby  designated  to  serve  as 
Acting  Regional  Administrator,  R^on 
rv,  during  the  absence  of  the  Regional 
Administrator,  with  all  the  powers,  func¬ 
tions,  and  duties  delegated  or  assigned 
to  the  Regional  Administrator,  provided 
that  no  officer  is  authorized  to  serve  as 
Acting  Regional  Administrator  unless  all 
other  officers  whose  titles  precede  his  in 
this  designation  are  unable  to  act  by  rea¬ 
son  of  absence; 

1.  Deputy  Regional  Administrator. 

2.  Regional  Director  of  Community 
Facilities. 

3.  Regional  Director  of  Urban  Re¬ 
newal. 

4.  Director,  Community  Requirements 
Division. 

5.  Regional  Counsel. 

This  designation  supersedes  the  desig¬ 
nation  effective  September  12,  1960  (25 
F.R.  9657,  October  7.  1960). 

(Housing  and  Home  Finance  Administrator's 
delegation  effective  May  4, 1962  (27  Fit.  4319, 
May  4. 1962)) 

Effective  as  of  the  20th  day  of  April 
1965. 

[seal]  John  P.  McCollum, 
Regional  Administrator, 
Region  TV. 

[FJt.  Doc.  65-4078;  Piled.  Apr.  19,  1965; 

8:47  a.m.] 


SMALL  BUSINESS  ADMINISTRA¬ 
TION 

[Delegation  of  Authority  30] 

SEATTLE  REGIONAL  AREA 

Delegation  of  Authority  To  Conduct 
Program  Activities' 

I.  Pursuant  to  the  authority  delegated 
to  the  Regional  Director  by  Delegation 
of  Authority  No.  30 — ^PsMiific  Coastal 
Area.  30  P.R.  3340,  the  following  author¬ 
ity  is  hereby  redelegated  to  the  specific 
positions  as  indicated  herein: 

A.  Size  determinations  (Delegated  to 
the  positions  as  indicated  below).  To 
make  Initial  size  determinations  in  all 
cases  within  the  meaning  of  the  Small 
Business  Size  Standards  Regulations,  as 
amended,  and  further,  to  make  product 
classification  decisions  for  financial  as¬ 
sistance  purposes  only.  Product  classi¬ 
fication  decisions  for  procurement  pur¬ 
poses  are  made  by  contracting  officers, 

B.  Eligibility  determinations  (Dde- 
gated  to  the  positions  as  indicated  be¬ 
low).  To  determine  eligibility  of 
applicants  for  assistance  under  any  pro- 
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gram  of  the  Agency  in  accordance  with 
small  Business  Administration  stand¬ 
ards  and  policies. 

C.  Chief.  Financial  Assistance  Division 
(and  Assistant  Chief,  if  assigned).  1. 
Item  lA.  (Size  Determinations  for  Fi¬ 
nancial  Assistance  Only.) 

2.  Item  I.B.  (Eligibility  Determina¬ 
tions  for  Financial  Assistance  Only.) 

3.  To  approve  the  following: 

a.  Business  and  disaster  loans  not  ex- 
cee^ng  $350,000  (SBA  share). 

b.  Section  502  loans — direct  $50,000 
and  participation  loans  where  the  bank’s 
share  is  10  percent  or  more — $100,000. 

4.  Decline  loan  applications  in  the 
categories  described  in  Item  I.C.3.b., 
above. 

5.  To  decline  business  and  disaster 
loans  of  any  amount. 

6.  To  disburse  unsecured  disaster 
loans. 

7.  To  enter  into  business  and  disaster 
loan  participation  agreements  with 
banks. 

8.  To  execute  loan  authorizations  for 
Washington  and  Pacific  Coastal  Area  ap¬ 
proved  loans  and  loans  approved  under 
delegated  authority,  said  execution  to 
read  as  follows: 

(Name) ,  Administrator, 

By . 

(Name) 

(Title  of  person  signing) 

9.  To  cancel,  reinstate,  modify  and 
amend  authorizations  for  business  or 
disaster  loans. 

10.  To  extend  the  disbursement  period 
on  all  loan  authorizations  or  undisbursed 
portions  of  loans. 

11.  To  approve,  when  requested,  in 
advance  of  disbursement,  conformed 
copies  of  notes  and  other  closing  docu¬ 
ments;  and  certify  to  the  participating 
bank  that  such  dociunents  are  in  com¬ 
pliance  with  the  participation  authoriza¬ 
tion. 

12.  To  approve  service  charges  by  par¬ 
ticipating  bank  not  to  exceed  2  percent 
per  annum  on  the  outstanding  balance 
on  construction  loans  and  loans  involv¬ 
ing  accounts  receivable  and  inventory 
financing. 

13.  To  take  all  necessary  actions  in 
connection  with  the  administration, 
servicing,  collection  and  liquidation  of 
all  loans  and  other  obligations  or  assets. 
Including  collateral  purchased;  and  to  do 
and  to  perform  and  to  assent  to  the 
doing  and  performance  of,  all  and  every 
act  and  thing  requisite  and  proper  to 
effectuate  the  granted  powers,  including 
without  limiting  the  generality  of  the 
foregoing: 

a.  The  assignment,  endorsement, 
transfer  and  delivery  (but  in  all  cases 
without  representation,  recourse  or 
warranty)  of  notes,  claims,  bonds,  deben¬ 
tures.  mortgages,  deeds  of  trust,  con¬ 
tracts,  patents  and  applications  there¬ 
for,  licenses,  certificates  of  stock  and  of 
deposit,  and  any  other  liens,  powers, 
rights,  charges  on  and  interest  in  or  to 
property  of  any  kind,  legal  and  equitable, 
now  or  hereafter  held  by  the  Small  Busi¬ 
ness  Administration  or  its  Administra¬ 
tor; 

b.  The  execution  and  delivery  of  con¬ 
tracts  of  sale  or  of  lease  or  sublease,  quit¬ 


claim,  bargain  and  sale  or  special 
warranty  deeds,  bills  of  sale,  leases, 
subleases,  assignments,  subordinations, 
releases  (in  whole  or  in  part)  of  liens, 
satisfaction  pieces,  affidavits,  proofs  of 
claim  in  bankruptcy  or  other  estates 
and  such  other  instruments  in  writing 
as  may  be  appropriate  and  necessary  to 
efifectuate  the  foregoing. 

c.  The  approval  of  bank  applications 
for  use  of  liquidity  privilege  under  the 
loan  guaranty  plan. 

D.  Chief,  Loan  Processing  and  Admin¬ 
istration  Section.  1.  To  approve  amend¬ 
ments  and  modifications  of  loan  condi¬ 
tions  for  loans  that  have  been  fully 
disbursed. 

2.  Items  I.C.  3.  and  4. 

3.  To  decline  business  and  disaster 
loans  of  any  amoimt. 

4.  Items  I.C.7.  through  11. 

5.  Item  I.C.13. — Only  the  authority 
for  servicing,  administration,  and  col¬ 
lection,  including  subitems  a.  and  b. 

6.  Item  I.A.  (Size  Determinations  for 
Financial  Assistance  Only.) 

7.  Item  I.B.  (Eligibility  Determina¬ 
tions  for  Financial  Assistance  Only.) 

£.  Chief,  Loan  Liquidation  Section. 
Item  I.C.13. — Only  the  authority  for  liq¬ 
uidation,  Including  collateral  purchased, 
and  subitems  a.  and  b. 

F.  Reserved. 

G.  Reserved. 

H.  Chief,  Procurement  and  Manage¬ 
ment  Assistance : 

I.  Item  I. A.  (Size  Determinations  on 
PMA  Activities  Only.) 

2.  Item  I.B.  (Eligibility  Determina¬ 
tions  on  PMA  Activities  Only.) 

1.  Regional  Counsel.  To  disburse  ap¬ 
proved  loans. 

J.  Administrative  officer.  1.  To  pur¬ 
chase  reproductions  of  loan  documents, 
chargeable  to  the  revolving  fund,  re¬ 
quested  by  United  States  Attorney  in 
foreclosure  cases. 

2.  To  (a)  purchase  all  office  supplies 
and  expendable  equipment,  including  all 
desk-top  items,  and  regular  office  equip¬ 
ment;  (b)  contract  for  repair  and  main¬ 
tenance  of  equipment  and  furnishings; 
(c)  contract  for  services  required  in 
setting  up  and  dismantling  and  moving 
SBA  exhibits  and  (d)  issue  Government 
bills  of  lading. 

3.  In  connection  with  the  establish¬ 
ment  of  Disaster  Loan  Offices  to  (a)  ob¬ 
ligate  Small  Business  Administration  to 
reimburse  General  Services  Administra¬ 
tion  for  the  rental  of  office  space;  (b) 
rent  office  equipment;  and  (c)  procure 
(without  dollar  limitation)  emergency 
supplies  and  materials. 

4.  To  rent  motor  vehicles  from  the 
General  Services  Administration  and  to 
rent  garage  space  for  the  storage  of  such 
vehicles  when  not  furnished  by  this 
Administration. 

II.  The  authority  delegated  herein 
cannot  be  redelegated. 

III.  The  authority  delegated  herein  to 
a  specific  position  may  be  exercised  by 
any  SBA  employee  designated  as  Acting 
in  that  position. 

IV.  All  previously  delegated  authority 
is  hereby  rescinded  without  prejudice  to 
actions  taken  under  such  Delegations  of 
Authority  prior  to  the  date  hereof. 


Effective  date:  February  1,  1965. 

E.  D.  Peterson, 

Acting  Regional  Director. 

Seattle.  Wash. 

(P.R.  Doc.  65-4071;  PUed,  Apr.  19,  1966; 
8:46  a.m.] 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

April  15,  1965. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  1.40  of  the  general  rules  of 
practice  (49  CFR  1.40)  and  filed  within 
15  days  from  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

Long-and-Short  Haul 

FSA  No.  39693 — Solidified  carbon  di¬ 
oxide  to  Cincinnati.  Ohio.  Filed  by  O.  W. 
South,  Jr.,  agent  (No.  A4660) ,  for  inter¬ 
ested  rail  carriers.  Rates  on  solidified 
carbon  dioxide,  in  carloads,  from  Wood- 
stock,  Tenn.,  to  Cincinnati,  Ohio. 

Grounds  for  relief — Market  competi¬ 
tion. 

Tariff — Supplement  27  to  Southern 
Freight  Association,  agent,  tariff  I.C.C. 
S-484. 

FSA  No.  39694 — Carbon  electrodes 
from  Natco.  Tenn.  Filed  by  O.  W.  South, 
Jr.,  agent  (No.  A4661),  for  Interested 
rail  carriers.  Rates  on  electrodes,  car¬ 
bon  furnace  or  electrolirtic  bath  (carbon 
plugs) ,  in  carloads,  from  Natco,  Tenn., 
to  Atlanta,  Ga.,  and  Chroft,  N.C. 

Grounds  for  relief — Market  competi¬ 
tion. 

Tariff — Supplement  27  to  Southern 
Freight  Association,  agent,  tariff  I.C.C. 
S-484. 

FSA  No.  39695 — Anhydrous  ammonia 
from  Don  and  Pocatello,  Idaho.  Filed  by 
Union  Pacific  Railroad  Co.  (No.  126) ,  for 
itself  and  interested  rail  carriers.  Rates 
on  anhydrous  ammonia,  in  tank  carloads, 
from  Don  and  Pocatello,  Idaho,  to  points 
in  Colorado  and  Wyoming. 

Grounds  for  relief — Market  competi¬ 
tion. 

Tariff — Supplement  150  to  Union  Pa¬ 
cific  Railroad  Co.  tariff  I.C.C.  5332. 

By  the  Commission. 

[seal]  Bertha  F.  Armes, 

Acting  Secretary. 

IPJEl.  Doc.  65-4079;  Piled,  Apr.  19,  1965; 
8:47  a.m.] 


[Notice  1158] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

April  15, 1965. 

Synopses  of  orders  entered  pursuant 
to  section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
prescribed  thereunder  (49  CFR  Part 
179) ,  appear  below: 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested  per- 
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son  may  file  a  petition  seeking  recon¬ 
sideration  of  the  following  numbered 
proceedings  within  20  days  from  the 
date  of  publication  of  this  notice.  Pur¬ 
suant  to  section  17(8)  of  the  Interstate 
Commerce  Act,  the  filing  of  such  a  peti¬ 
tion  will  postpone  the  effective  date  of 
the  order  in  that  proceeding  pending  its 
disposition.  The  matters  relied  upon  by 
petitioners  must  be  specified  In  their  pe¬ 
titions  with  particularity. 

No.  MC-PC-67721.  By  order  of  April 
12.  1965,  the  Transfer  Board  approved 
the  transfer  to  Anton  Jensen,  Harting- 
ton,  Nebr.,  of  the  certificate  in  No.  MC- 
80930  (Sub-No.  1),  issued  October  31, 
1950,  to  Ed  Bolton,  Bloomfield,  Nebr., 
authorizing  the  transportation  of:  Gen¬ 
eral  commodities,  excluding  household 
goods  and  other  specified  commodities, 
over  regular  routes,  between  Crofton, 
Nebr.,  Sioux  City.  Iowa,  and  Yankton, 
S.  D^.,  serving  intermediate  and  off- 
route  ix)ints  within  15  miles  of  Crofton. 

No.  MC-FC-67722.  By  order  of  April 
12,  1965,  the  Transfer  Board  approved 
the  transfer  to  Lillian  M.  Polly,  doing 
business  as  PYN  Bus  line,  Yankton,  S. 
Dak.,  of  the  certificate  in  No.  MC-117118 
(Sub-No.  1),  Issued  June  20,  1960,  to 
Charles  R.  Polly,  doing  business  as  PYN 
Bus  Line,  Yankton,  S.  Dak.,  authorizing 
the  transportation  of:  Passengers  and 
their  baggage,  and  express  and  news¬ 
papers,  over  regular  routes,  between 
Yankton  and  Platte,  S.  Dak.,  between 
Pickstown  and  Lake  Andes,  S.  Dak.,  be¬ 
tween  Pickstown  and  Wagner,  S.  Dak., 
and  between  Norfolk,  Nebr.,  and  Yank¬ 
ton,  serving  intermediate  and  off -route 
points  as  specified.  Louis  B.  French,  Box 
135,  Yankton,  S.  Dak.,  57078.  attorney 
for  applicants. 

No.  MC-FC-67727.  By  order  of 
April  12,  1965,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Vydra  Movers,  Co., 
a  corporation,  Berwyn,  HI.,  of  the  op¬ 
erating  rights  in  Certificate  No.  MC- 
78528,  issued  August  24,  1960  to  Fred 


Vydra  and  Fred  J.  Vydra,  doing  business 
as  Vydra  Movers,  Berwsm,  HI.,  author¬ 
izing  the  transportation,  over  irregular 
routes,  of :  Household  goods,  between 
points  in  the  Chicago,  HI.,  commercial 
zone,  as  defined  by  the  Commission,  on 
the  one  hand,  and,  on  the  other,  points 
in  Michigan,  Indiana,  Ohio,  and  Wis¬ 
consin,  and  household  goods,  as  defined 
by  the  Commission,  between  points  in 
Cook  County,  HI.,  on  the  one  hand,  and, 
on  the  other,  points  in  Kentucky,  Iowa, 
and  Missouri.  Bernard  G.  Colby,  1 
North  La  Salle  Street,  Chicago  2,  Ill., 
attorney  for  applicants. 

No.  MC-FC-67728.  By  order  of  April 
12,  1965.  the  Transfer  Board  approved 
the  transfer  to  Charles  E.  Stewart,  Inc., 
New  Hampton,  N.Y.,  of  the  operating 
rights  in  Certificate  No.  MC-506()4  (Sub- 
No.  1)  Issued  December  6,  1963  to  Harry 
B.  Eaton,  Middletown,  N.Y.,  authorizing 
the  transportation,  over  irregular  routes, 
of:  Household  goods,  as  defined  by  the 
Commission,  between  ix)ints  in  Orange 
and  Sullivan  Counties,  N.Y.,  and  Sussex 
County,  N.J.,  on  the  one  hand,  and,  on 
the  other,  points  in  Connecticut,  New 
York,  New  Jersey,  suid  Pennsylvania. 
Warren  Kelly,  20  Robert  Street,  Middle- 
town,  N.Y.,  attorney  for  applicants. 

No.  MC-FC-67730.  By  order  of  April 
12,  1965,  the  Transfer  Board  approved 
the  transfer  to  M.  B.  Barbour  Services, 
Incorporated,  1641  Glenwood  Avenue, 
Raleigh,  N.C.,  of  the  operating  rights  in 
Certificate  No.  MC:^124707  issued  May 
27,  1964  to  Milton  Braxton  Barbour, 
doing  business  as  Barbour’s  Texaco  Serv¬ 
ice,  1641  Glenwood  Avenue,  Raleigh, 
N.C.,  authorizing  the  transportation, 
over  irregular  routes,  of:  Abandoned, 
surrendered  and  repossessed  passenger 
automobiles  and  trucks,  in  truckaway 
service,  by  the  use  of  automobile 
wrecker-service  equipment,  between 
points  in  that  part  of  North  Carolina  on 
and  east  of  U.S.  Highway  501,  on  the  one 
hand,  and,  on  the  other,  points  in  Con¬ 


necticut.  Florida,  Georgia,  Maine,  Mary, 
land,  Massachusetts,  New  Jersey,  New 
York,  Tennessee,  Pennsylvania,  South 
Carolina,  Virginia.  West  Virginia,  and 
the  District  of  Colmnbia. 

No.  MC-PC-67731.  By  order  of  April 
13,  1965,  the  Transfer  Board  approved 
the  transfer  to  Gene  M.  Lang  Congdon 
and  Jacquelyn  Lang  MacDonald,  doing 
business  as  Lang  Ventura  Co.,  Himtlng- 
ton  Park,  Calif.,  of  the  operating  rights 
in  Certificate  No.  MC-1 12054  issued  Au¬ 
gust  16,  1961  to  Lang  Ventura  Co.,  a 
corporation,  Himtington  Park,  Cailf., 
authorizing  the  transportation,  over  Ir¬ 
regular  routes  of :  Machinery,  materials, 
supplies,  and  equipment  incidental  to  or 
used  in  the  construction,  development, 
operation  and  maintenance  of  facilities 
for  the  discovery,  development,  and 
production  of  natural  gas  and  petro¬ 
leum,  or  in  the  construction  and  main¬ 
tenance  of  electric  power  plants,  electric 
transmission  lines,  and  pipeline,  between 
points  in  that  part  of  California  south 
of  Marin,  Napa,  Solano,  Sacramento, 
Amador,  Calaveras,  Tuolumne,  Mari¬ 
posa,  and  Mono  Counties,  Calif.  Bart 
F.  Wade,  453  South  Spring  Street,  Los 
Angeles,  Calif.,  90013,  attorney  for  ap¬ 
plicants. 

No.  MC-FC-67732.  By  order  of  April 
13,  1965,  the  Transfer  Board  approved 
the  transfer  to  Thomas  Express,  Inc., 
Dracut,  Mass.,  of  the  Certificate  of  Reg¬ 
istration  No.  MC-121246  (Sub-No.  1) 
issued  January  27,  1964  to  Foye’s  Ex¬ 
press,  Inc.,  Lowell.  Mass.,  evidencing  a 
right  to  engage  in  interstate  or  foreign 
commerce  within  the  Commonwealth  of 
Massachusetts  in  the  transportation  of 
general  commodities.  Kenneth  B.  Wil¬ 
liams,  111  State  Street,  Boston,  Mass., 
02109,  attorney  for  applicants. 

[SEAL]  Bertha  F.  Armes, 

Acting  Secretary. 

[PJl.  Doc.  65-4080:  Filed,  Apr.  19.  1965; 

8:48  a.m.] 
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